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THE DISTBIBimON OF SOFTWOOD LUMBER IN 

THE MH)DLE WEST. 

WHOLESALE DISTRIBUTION. 

Br Ovm U. Butler, Aitutant Director, Farctt ProducU Laboratory. 

FOBEWOBD. 

Lumber dktributioD is a vital part of the lumber industry. It 
directly influences the mill prices received by the manufacturer and 
the flnal prices paid by the consumer. Manufacturing costs have 
been studied intensively by Inmbermon individually and by lumber 
associatioDfl, with the reeult that manufacturing problems are gener- 
ally known and widely understood. Lumber distribution, on the 
other hand, is a field in which no systematic or intensive studies have 
heretofore been made. Few data of a complete or exhaustive nature 
are available, and the costs and conditions of distribution are incom- 
pletely understood except by those engaged in the distributing 



Distributing agencies are the only part of the industry with which 
the great bulk of lumber consim[iers come into contact. The general 
pubUc is more immediately interested in the distribution of lumber 
than in its manufacture, not only because it deals with distributors 
and not manufacturers, but because it knows the methods, efficiency, 
and organization of distribution have much to do with the price of 
lumber and with the services rendered by the industry to the con- 
sumers of its products. On the other hand, many manufacturers of 
lumber have laid the ills of the industry largely to faulty and ineffi- 
cient distribution. The manufacturing branch of the industry 
needs to know more intimately the conditions prevailing in the dis- 
tribution of its products and to have a better understanding of their 
bearing upon general industrial problems. In short, distribution is a 
middle link involving the interests and needs of both producers and 
consumers. 

A study of the methods, costs, and tendencies in distributing lum- 
ber was essential, therefore, to obtain a clear imderstanding of the 
conditions and problems of the industry as a whole. It was impos- 
sible to extend this study of distribution with any adequate degree of 
intensivenesB over the entire United States. The inquiry was there- 
fore confined to eleven of the Central States, as shown on the map 
(fig. 1), page 4; and because of the limited period and working force 
available, together with the unexplored nature of the field, the 
investigation should be considered as preliminary in character. 



4 DISTBIBUTIOH OF SOFTWOOD LUMB^ 

The middle western region was chosen because of its active and 
well-developed lumher trade; hecause of its consumption of lumber 




for many varied uses by railroads, factories, cities, towns, and lai^e 
rural districts; because the various types of distributing organiza- 
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tions and methodB are probably better represented and more fully 
devdloped in these States than in any other section of the country, 
and because by reason of its geographical location it represents most 
clearly the trade conditions arising from the consumption of lumber 
produced in different regions. It is probable that the Middle West 
reflects more nearly than any other part of the country the complexity 
of forces and tendencies which are coming to an increasing degree to 
characterize the lumber trade of the United States. 

This survey was designed to coTer only the economics of lumber 
distribution. It did not attempt to study general forms of business 
organization, particularly cooperative oi^anizations. It made no 
specific inquiry into the influence, intent, or policy of associations of 
lumber dealers or manufacturers, or the extent and effect of efforts 
to "classify" the trade and otherwise restrain or regulate competi- 
tion. The references to these matters are based upon general infor- 
mation obtained by the Forest Service, including the results of the 
investigation of the lumber industry conducted by the Bureau of 
Corporations. They are inserted to convey, as far as possible, a just 
and balanced view of the whole situation. 

WHOLESALING CONDITIONS IN THE MIDDLE WEST. 

The dear-cnt chuin^ of trade in Inmber which chAract«rize(l the Middle West 
20 or 80 rears ago have to ft consideraUe extent been broken np hj the crom cur- 
rents of rapid and complex indostriBl developmenl. White pine of the Nwtk is 
now bnt one of some tO or 15 spedes from which the conBnmer majr select. Snb> 
Btitnles for lnml»er, aKsressivel]' merchandized, also IntenBiiy competiUon and add 
to the pressure on the wholesale market 

WboleBaling is an essential process in lumber distribnllon, and the tfpe of organ- 
ialion best adapted to different condiUons of trade will nndonbtedly be determined 
not BO mnch by small differences bi cost as b; effldency and service. The manj 
types of wholesaling orgBnizalioRs Indade lumber mannftcturers, selling agendes, 
independent wholesalers, briA^, commission men, and catalogue houses. Most 
small mlllfi are dependent on middlemen for marketing their lumber and often for 
finandal asdstance. 

Baflroads, kuf e construction companies, wood-ndng factmles, and retailers are 
the pindpal wholesale buyers of lumber. The bolk of it is bought on the corrent 
market nnder conditions as complex as those existing in Uie selling end. Whole- 
sale hnyers are often able to whlpsaw one s^ler against another, partlcnlarly during 
periods of depression, and in other ways exert strong downward pressure upon 
wholesale prices. Daring the past tO years the trend In buying appears to have 
been In tavar of transaclions direct with the miU, espedally In the case of ret^ 
Inmber dealers and railroads. 

Wholesale distribution embraces the sale and handhng of lumber 
in the bulk. It puts the product of the sawmills into the hands of 
consumers who buy in relatively large quantities and of retailers 
who redistribute in smaller amounta. In wholesale distribution, 
therefore, there are two distinct factors — (1) sale transactions and 
(2) transportation. 
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Strictly conaidered, wholesale distribution begins at the mill 
yard, but it is the genra-al custom to consider the cost of loading 
lumber into freight cars as a mill cost. For this reason, lumber on 
cars at the mill, frei^t impaid, has been taken aa the pojnt at which 
distribution begins. 

WHOLESAUNO CONDTTIONS FBOM USB TO ItlO. 

In 1880 Chicago was, as it is to-day, the largest lumber-distributing 
point of the Middle West. The northern mills, which at that period 
furnished practically all the softwood lumber consumed in the 
Central States, shipped their output to Chicago, whose location, 
with respect to water and rail traffic, made it the gateway to the 
consuming territory. At Chici^o this lumber was sold by commis- 
sion houses to large local wholesale yards, and in turn distributed 
throughout the Middle Western States to country retail yards. 
Channels of trade were clear cut. Lumber was in strong demand, 
and the manufacturer was required to give comparatively httle 
attention to the sale of his product. 

The methods employed in the wholesale merchandising ol lumber 
have Tmdei^one many change durii^ the last 35 years. These 
include changes in the source of the timber supply and in the charac- 
ter and development of transportation, the introduction, and com- 
petition of new woods, changing and highly specialized demands of 
wood users, the increasing number of patterns and grades in lumber, 
and the competition of other building materials. 

As raUroad transportation was extended and cutting operations 
in the North moved more and more to the interior regions of Mich- 
igan, Wisconsin, and Minnesota, the practice of shipping direct to 
country and city yards naturally developed wherever rail facilities 
permitted. This led to a gradual shrinkage in the volume of north- 
ern pine passing through Chicago and to the estabhshment by the 
wholesale or concentration yards at Chicago of branch yards at 
other central points aa a means of more direct handhng of lumber. 
As consuming points in the Central Stat^ became more directly 
connected by rail with the producing regions, however, the need of 
large central yards gradually diminished and selling by wholesalers 
and jobbers located at the larger cities, who simply billed the lumber 
direct from mill to consuming points, came into general practice. 

The shipment of large quantities of southern yellow pine into the 
central r^on and the great development of rail transportation fol- 
lowing 1890 brought about a rapid increase in the number of lumber 
wholesalers and jobbers and marked the beginning of competition 
between pine lumber from the North and pine lumber from the South. 
Despite these changes, the channels of trade, enforced to some extent 
by cooperative regulation, remained clearly established, and the out- 
put of the mills passed largely through the hands of wholesalers and 
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jobbers. FoUowing 1900 the number of different kinds of softwood 
shipped into the r^iou increased rapidly. Hemlock from the Lake 
States, Douglas fir from the Pacific Coast, and western pine from the 
Inland Empire became strong competitors of the northern and souths 
em pine in parte of the middle western territory, while at the same 
time there was a great increase in the production of hardwoods. The 
decade ending 1910 witnessed the heavy introduction of many dif- 
iBMmt woods into the region, bringing about keen competition be- 
tween different species, and, following 1907, stocks of lumber in excess 
of the demand. 

During the same period the increase in the number of wholesalers 
and jobbers, far in excess of the increase in the amount of lumber 
produced, tended to intensify competition in the wholesale market. 
A further source of competition developed to large proportions in 
the great increase in other building materials placed upon the market. 
From many causes the period was one developing competitive ten- 
dencies to a high degree. From a lumber-merchandising standpoint 
it marks a breaking away from established channels of trade and trade 
classifications, with the gradual growth of complex and diversified 
methods of wholesale merchandising which characterize the trade 
to-day and are described in the following paragraphs. 

In former years there were many concerted attempts by asso- 
ciations of lumber retailers, separately or in conjunction with 
manufacturers, to control the competition of wholesale sellers by a 
"classification" of the trade. These classifications were partially 
effective, though subject to many local exceptions and variations. 
During the last six years or more they have been breaking down, 
partly as the result of pubhc opinion and the action of pubUc agencies, 
but more largely from competitive pressure within the industry 
itself. While the dictates of "trade ethics" as between wholesaler 
and retailer are still recognized to some extent, lumber-trade ten- 
dencies in the Middle West as a whole have been away from restric- 
tions upon competition. 

wholesale sellers of lumber. 

■' Sales Department. 



Lumbermen have been slow to recognize that wood was being 
forced from a position where it virtually sold itself because of its 
ready availabiUty, cheapn^s, and universal use as a building ma- 
terial to a |>osition requiiing the highest type of salesmanship. 
This has been due primarily to the fact that acute conditions have 
come very rapidly, that lumbermen have given more attention to 
timber investments and to logging and manufacturing than to dis- 
tribution, and that the average millman has apparently been mi- 
mindful of the rapid development of competitors in the building- 
material field. Despite depressed conditions extending over the 
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greater portion of the last 10 years, it ia only within the past two 
or three years that concerted action has been taken to develop hunber 
merchandiaing on a scale comparable with the methods already 
developed in marketing many other building materials. 

From a position of relative unimportance in years past, lumber 
merchandising has thus become one of the most vital problems of the 
manufacturer's business. The changing conditions described have 
compelled him to give more and more attention to the sale of his 
product. The large ntanufactiurer no longer depends upon the dis- 
posal of his entire output - through wholesalers, jobbers, and com- 
mission men, or through salesmen of the class employed 15 or 20 
years ago, who usually were scarcely more than order takers. The 
value of his plant as an asset is measured largely by his abiUty to 
sell his output within a reasonable time and at profitable prices. 
This problem has been at its worst during the periods of depression 
which have chu-acterized the trade during the past 10 years. Ck>m- 
petition from an increasing number of species seeking markets, an in- 
creasing number of mills and middlemen, an increasing number of sub- 
stitutes for wood, and finally, a relative decline in the demand for lum- 
ber, has forced upon lumber manufacturers the development of sales 
oi^anizations and sales poficies of assiu'ed efficiency. This statement 
apphes more particularly to the small percentage of large mills which 
have an output sufficient t« maintain separate sales oi^anizations. 

The growth in the practice of many mills, particularly in the 
South, of selling direct to large consiuners and retail dealers his 
been, keenly felt by the wholesalers and jobbers. Figures obtained 
from wood-using factories, retail dealers, and railroads in the Central 
States, given on p^es 24 and 25, show that in this wholesale 
market to-day the greatest volume of sales is made by mills through 
their own sales departments and traveling salesmen. Viewed in the 
light of conditions obtaining 15 or 20 years ago, these figures are 
significant of the growing competition between middlemen and 
large operators. 

Selling oi^anizations have been developed further by large manu- 
facturers in the South than in the Douglas fir region of the West 
Coast. A study of selling methods indicates that approximately 60 
per cent of the output of the Douglas fir mills is sold by wholesalers 
and commission men, 20 per cent through manufacturers' agencies, 
and 20 per cent by the mills direct. In the case of southern pine 
these figures are reversed. Sixty per cent of the output and over ia 
sold by lai^e mills directly through their own selling organizations. 
It should be held in mind that the figures obtained from factories, 
retailers, and railroads were returns fiom companies operating in a 
region which ia predominantly a yellow-pine territory. 

Some mills follow a pohcy of selling exclusively tbroiigh their 
own salesmen and sales departments; others sell only through whol&- 
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salers and commission men; others sell both through their own organ- 
ization, mill agencies, wholesalers, and commiasion men. In actnal 
practice, particularly in times of stress, however, mills will sell 
through any channel yielding the required price. 

Merchandising through the manufacturer's own organization is 
carried on by three broad methods; (1) By selling offices and trav- 
eUi^ salesmen; (2) by local mill representatives; (3) by mail, Lai^e 
mills as a rule sell a part of their output through salesmen who travel 
throughout the consimiing territory. Selling organizations and poli- 
cies, however, are subject to many variations. In some cases but 
one selling office is maintained, either at the miU or at a central 
market point; in other cases two or more selhng offices are located in 
diiferent market regions, with salesmen "on the road" operating 
from each. These selling departments may be operated at cost or 
on a specified margin per thousand feet. In the latter case they are 
often required to show a profit upon the year's business, this being 
the difference between the mai^in allowed for seUing and its actual 
cost. In some cases these selling offices are operated as separate 
companies, the interlocking relationship varying from practically no 
control to absolute control of the mill by the sales company, or vice 
versa. Such sales offices may handle lumber from other sources 
also, thus eageging in a general wholesale business. Special con- 
cessions in price are, however, often granted by their own mills. 

Another method of direct wholesaling by the manufacturer is 
through local mill representatives. This plan is usually follow^l by 
mills which are far from the market and find it advisable to have an- 
agent in the market in order that they may be kept inforraed of its 
conditions and requirements. Such a representative is sometimes 
a salaried employee of the company but is often paid only on the 
volume of business which he develops. He is therefore independent 
in many respects and may often handle products of several mills. 
As a rule he deals in the higher grades of lumber and therefore caters 
to a rather special trade. 

Selling by mail is of course incidental to all wholesaling, and a 
great volume of business is transacted through this medium alone. 
The term as used here refers to transactions wherein the business is 
obtained and handled by mail. The procedure consists simply in 
sending out to both wholesalers and consumers a list of stock on hand 
with the prices at which it can be purchased. The customer or 
dealer looks over the stock sheets as they are received and orders 
anything thereon which he wishes at the price quoted. This prac- 
tice is common with both laige and small mills. 

Aside from a number of large catalogue houses which transact 
both a wholesale and retail business, selling exclusively by mul on 
the part of manufacturers is hmited almost entirely to small mills. 
During periods of depression, when sales of lumber are slack, the' 
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mailing of stock sheets from both small and large mills assumes 
large proportions and contributes to instabiUtj in market prices. 
Wholesalers as well as buying retailers and large consumers compare 
the prices quoted by a large number of mills and select the lowest 
offers. In times of depression mills often quote prices at le^ than 
cost in order to obtain immediately fxmds to continue operations. 
This practice places the advantage in the hands of the buyers, whose 
selection of low orders, if in heavy volume, tends to force down 
the wholesale price. 

Selling by mail is, of course, an economical process, but under 
existii^ competitive conditions its use as the only method of dis- 
posing of mill outputs ia clearly restricted by its lack of selling force. 

Opinions on the part of lumber manufacturera who are in a position 
to develop selling oi^ianizations of their own vary widely as to the 
most efficient method of merchandising. The mill maintaining its 
own selling department claims decided advantages in the merchan- 
dising field imder conditions existing to-day. This method enables 
the mill to control the marketing of its own product and to come into 
contact with its customers and their requirements. By being able 
, to exercise direct control over the saie of his product, the manu- 
facturer undoubtedly occupies a position of greater safety than where 
the disposal of his entire output and the success of his plant depend 
upon middlemen. It further enables him to control prices better 
and to meet competition more intelhgently by keeping in close touch 
with market conditions and by eliminating middlemen's profits which 
tend to lower the f. o. b. mill price. Furthermore, wholesaling 
through his own organization assiues the manufacturer that his 
product will not be subject to grade manipulation by unscrupulous 
middlemen and enables him to develop a reputation for the quahty 
of his stock, business policies, and standards of manufacture. 

From the standpoint of service to the consumer, it ia open to 
question whether the method has advantages except in so far as it 
protects him against irresponsible wholesalers and aasiu-es him more 
uniform stock through his knowledge of the mill with which he ia 
deahng and the quality of its products. On the other hand, the 
particular mill with which the consumer is dealing may be unable to 
fill his order immediately; and timeandmoneymay be lost in locating 
and getting the material from other sources. During periods of 
normal business it requires from three to four weeks for lumber to 
reach the wholesale consumer after it has been ordered. Delays often 
arise to lengthen this interval, such as the misrouting of cars, car 
shortage, et9. If the mill with which the order is placed is short 
of the stock desired, additional time may be lost to the purchaser 
imless he ia in dose touch with mill stocks generally. If the mill has 
no local agent or salesmen in the territory, the distance between the 
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mill and the consumer is often & disadvantage to both, particularly 
in the case of complaints, credits, or misunderstandings. 

In point of price, direct trade has obvious possibilities of gain to the 
buyer. In a competitive market the mills are normally in a position 
to underquote the wholesale broker, particularly on lai^e orders or 
term contracts; and there is the further opportunity to obtain low 
rates in direct sales from competing mills. 

HlDDLBMCN. 

(l) WHOLES AL EBB. 

Wholesalers of lumber are of three classes — wholesalers without 
yards, wholeealers with yards, and commission men. Tbe jobber 
and wholesaler may for all practical purposes be considered identical, 
and the two terms are here used interchangeably as apphed to inde- 
pendent wholesaling units. The distinction is largely obliterated 
in practice, since the business transacted is essentially the same 
and the same company may transact both a wholesale and jobbing 
business in the strict sense of the term. It should be borne in nund 
also that lumber wholesalers commonly handle a certain amount of 
business on a commission basis, and that in large cities a retail, 
wholesale, and comm^ion lumber business is often conducted by the 
same company. Hence a clear-cut line between the classes of dealers 
does not always exist. 

The oi^anization of the wholesaler consists of an office at one or 
more places in the consuming territory, and traveling salesmen and 
commission mei if the volume of busine&s is sufficiently large. The 
larger wholesale companies often maintain buying offices in regions 
producing the species which they handle in greatest volume. The 
assets required of the wholesaler who establishes a permanent and 
responsible business are capital, a knowledge of markets and market 
requirements, buying and selhng responsibility, and familiarity with 
the conditions and methods of manufacture of the various woods. 

The primary function of the wholesaler is of course to market 
lumber upon a lai^e scale, serving the manufacturers as a seller of 
their products and the large consumer and retail dealer as a buyer 
of stock required in their businesses. 

Manufacturers make either current sales to wholesalers or contracts 
covering a given period. Some mills, for example, enter into con- 
tracts with wholesalers for the disposal of a stated feetage annually, 
paring an agreed price per thousand feet or per car for selling. Other 
mills simply sell a part or aU of their product to wholesalers at a given 
amount off the mill price. Concessions in price made to wholesalers 
by the mills vary in different producing r^ons and often between 
manufacturers in the same region. In the Douglas fir territory the 
common practice on the part of mills is to sell to the wholesaler at 
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S0.50 per thousand feet less than the current wholesale market price 
for common grades and SI per thousand feet less in the case of upper 
grades. In ^e Inland Empire the mills ordinarily grant the whole- 
salers a reduction of $1 per thousand feet, while in the South con- 
cessions range from $0.50 to $1.60 per thousand feet. 

These differences appear to be due primarily to differences in the 
value of the lumber. Large mills in some instances will not make a 
lower price to the wholesaler than to a r^ular large customer. Such 
mills, however, have strong selling oi^anizations and are engaged in 
direct competition with the independent wholesaler. Under these 
conditions it is not uncommon for the mills to grant the wholesale 
consumer or t^e retail dealer a lower price than they will quote the 
wholesale dealer. Again, some mills are more strict with wholesalers 
in their terms of sale, requiring a sight draft for 80 per cent with the 
bill of ladii^ and discotiuting 2 per cent in 10 days only; while in the 
case of sales to retail dealers or the factory trade the common prac- 
tice is to allow a 2 per cent discount within 10 or 15 days after the 
arrival of the car, and net payment within 60 days. Large mills 
having no sales organization and small mills depending entirely upon 
the wholesaler for the disposal of their product ordinarily cooperate 
with the wholesaler and respect his trade territory. 

At the present time the output of small milk, with the exception 
of that consumed locally, is sold generally by wholesalers and com- 
mission men. These mills are not financially able to maintain their 
own selling oi^anizations and are, therefore, dependent upon nuddle- 
men for the disposal of their products in the general market. 

With the development of extensive sales departments by many 
large mills, the value of the wholesaler from their standpoint has 
decreased, and many such mills oppose his existence. This opposi> 
tion arises from various sources. In some regions it is based primarily 
upon the fact that the wholesaler is the outlet of the small mill, one 
of the factors most disturbing to price stability. These mills may 
place lumber upon the market at almost any price during periods of 
depression, and close down when necessary, but spring up in great 
numbers during periods of prosperity. From the standpoiat of the 
large mill they are disturbing competitors, despite the fact that the 
volume of lumber produced by them is relatively small. 

Some mills further oppose the wholesaler because he is not con- 
ducive to as close contact between producer and consumer as they 
desire. In selling through a wholesaler the mill ordinarily does not 
know to whom its product goes or the price paid for it, while the 
consumer does not know the mill from which he obtains his lumber 
or the price received by the miU. Wholesalers have consistently 
opposed efforte on the part of the manufacturer or consumer to 
ascertain the destination or source of lumber sold through them. 
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This is, of course, a protective measure on their part to prevent 
direct transactions between the consumer aurd the mill. 

Another objection to the wholesaler common among the mills is 
inability on the part of the manufacturer to control the marketing of 
his product and th^price at which it is sold. These objections, how- 
ever, in the final analysis lead back to competition and its resultant 
practices. Lumber must be sold; the more wholesalers and mill 
salesmen, the keener the competitive tendoicies. Under intense 
competition the manufacturer who can not exercise direct control 
over the mm marketing his product necessarily feels less independence 
than the manufacturer who employs his own salesmen. 

Notwithstanding the opposition of many laige manufactures, not 
less than 90 per cent of the mills in operation to-day depend upon the 
middleman to a greater or less extent for the disposal of their product. 
According to figures obtained by the Forest Service (Bidletin 506, 
Production of Lumber, Lath, and Shingles in 1915), the number of 
mills in that year producing 10,000,000 feet and over annually was 
less than 3 per cent of the total number in operation, and it would be 
a manifest error to assume that all of these mills sold their o»tput 
through their own salesmen or selling agencies. In point of volume, 
however, these mills produced 56 per cent of the total output ; and, 
as has abeady been pointed out, recent figures obtained for the Cen- 
tral States show that the greater volume of lumber is bought direct 
from the mill by retailers and large consumers. It will be clear, 
however, that any move looking to the elimination of the middleman . 
by the large mills must take into consideration, among other things, 
the economic place of the small mill and the problem of marketing 
its output. 

In addition to his function as a distributer, the wholesaler is of 
direct financial service to the small miU in a great number of cases, 
and not infrequently to laige mills. lb is a more or less common 
practice for him to advance 75 or SO per cent of the cost of the lumber 
to the miU upon receipt of the invoice. Small mills, as a rule, are 
not financially strong enough to hold their lumber, but must ship it 
as soon as cut and obtain some money on it immediately in order to 
continue operations. This practice is another source of opposition to 
the wholesaler by some latge mill owners, under the belief that there 
are too many small mills, and that if this system of financing were 
not practiced by the wholesalers the number of small mills would be 
reduced. Wholesalers also finance retailers in some instances, either 
directly or through credit arrangements, thus contributing to finan- 
cial stability. 

A further service performed by the wholesaler is that of handling 
accounts for the milts which he represents. Wholesalers, as a rule, 
discount their bills to the mill and then assume the risk and expense 
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of coflection from the customer. In this way the mill is relloved of 
the trouble and expense incident to canyiug and collecting accounts 
and of losses from had accounts. In the final cost of distribution, 
however, this is simply a shifting of the cost from one unit to another. 

From the standpoint of both consumer and producer, the whole- 
saler has many advantages in large-scale lumber merchandising. 
Being located in the consuming district, he can often learn the con- 
sumer's needs more thoroughly than can the mill salesman who 
covers large territories. With this knowlei^e of consumer's require- 
ments, he may often locate a stock of the required quality at lower 
prices. 

The wholesaler's position enables him to keep in close touch with 
the stocks on hand at various mills and thus to meet the demands of 
his customers with certainty and promptness. He can further keep 
in closer personal contact with market prices than the mill and can, 
as a rule, be more a^;re3sire in competition than the mill salesman, 
who is bound, ordmarily, by price instructions from his employer. 
By ropresenting various mills, the wholesaler has at his disposal a 
lai^e^ variety of stock and is enabled to meet a great variety of 
demand promptly. Often he can place orders to the direct advan- 
tage of the mills. He can often handle large ordei^, which one mill 
could not meet, by division among several mills. Being on the 
ground, he is in a position to represent both mill and consumer in 
cases of complaint, particularly where the mill is not in an oi^ani- 
zation having an inspection department. Instances were found 
where buyers preferred to deal through wholesalers because the 
latter would reheve them of all trouble incident to complaints arising 
with the njill. 

On the other hand, the position of the wholesaler opens many 
opportunities for unscrupulous practices through his knowledge of 
the consumer's ignorance, by manipulating grades, changing invoices, 
and chatging unreasonable prices. He is also in a position in many 
cases to take advantage of the small mill with which he is dealing. 
These small mills often meet financial embarra^ments, especially 
during periods of depression, which put the wholesaler in a position 
to force them to sell below cost of production in order to obtain money 
immediately. By thus obtaining lumber at an abnormally low 
price the wholesaler may undersell on the general market or make 
unreasonable profits. Even though the number of such sales may 
not be great, they are, nevertheless, a disturbing factor with respect 
to stable market prices. 

Wholesalers, as a rule, do not desire to see the market price of 
lumber reduced, and their efforts, as a whole, are to maintain good 
prices. In practically every large center there are a limited niunber 
of wholesalers, however, who are always seeking business at any price 
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which win neb them a small profit. In fact, many of them often take 
business at cost or at a slight loss simply for competitive satisfaction 
or because of ignorance of their own soiling costs. Buyers sometimes- 
complain of the tendency of some wholesalers to speculate by accept- 
ing an order at a given price and then endeavoring to locate low 
offerings, thereby entailing delay to the purchaser and in many cases 
delivering poor stock. The failure of many wholesalers to give the 
service to both manufacturer and consumer which their position 
makes possible, combined with the practices of irresponsible dealers, 
is xmdoubtedly responsible in part for the growth of direct trade 
between the large consumer or retail dealer and the mill. 

(2) WHOLESALE YARDS. 

The wholesaler who in connection with his regular selling business 
operates a yard at which he carries a stock of material available for 
distdhution upon short notice renders primarily the service of 
economical assemblage at a central point and prompt dehvery of 
. special stock reqiiired in limited amounts by outlying yards or lai^e- 
scale users. Through this service retail yards favorably located with 
respect to the wholesale yard can obtain in mixed carloads, with 
practically no delay, stock of different species manufactured in many 
different regions. In the case of retail yards located at the same 
point, the stock can be obtained immediately by team daUvery. 
They are thereby saved the necessity of carrying lat^e stocks in these 
items over long periods. 

These wholesale yards, when situated at favorable railway transfer 
points, often do a lumber-storage business either for the mills or for 
other wholesalers. This consists aimply of storing the lumber until 
it is sold, when it is re^hipped to the point of final destination. Estab- 
lished storage rates are charged by the wholesale yard. The arrange- 
ment is especially advantageous in enabling the jnill or wholesaler to 
meet an m-gent delivery order, particularly wHere the lumber must 
otherwise undei^o long shipments, as when Douglas fir is sold in 
southern Wisconsin. 

The business available to wholesale yards is thus of a special nature 
and more or less limited. As is shown later in this report, it is abo 
much more coaUy to transact by reason of additional handling of the 
lumber and the greater investment required. The amount of lumber 
which passes through wholesale yards in the Middle West compared 
with the total amount moving is relatively small. 

(S) COMMiaSIOM MEN. 

The commission man merchandises for the mill on an agreed charge 
per unit of quantity. No standard commission is fixed in actual 
practice. In some cases it is based on the thousand-feet unit, in other 
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cases upon the carload. Some mills have a slidmg scale of commis- 
sions based upon the grade and value of the lumber sold. Usually, 
although not always, the commission man's oi^anization is small and 
he works as an individual, particulariy where his business is exdu- 
sively on commissions. 

Wholesalers, both lai^e and small, ordinarily combine a commission 
business with their wholesale business, sometimes on a large scale. 
Wholesalers oftea employ commission men at distant points and pay 
them an agreed division of the commission which the mills grant them. 
A great deal of Dou^as fir is sold in the Central States and t^e East. 
by this arrangement. In lai^ cities it is not uncommon for retail 
dealers to handle a small amount of wholesale and commission busi- 
ness in connection with their retail operations. 

One of the most common complaints a^iiist commission men by 
the mills is their Tmfamiliarity with manufacturing conditions and the 
failure of many of them to protect the interests of the manufacturer 
by endeavoring to maintain staple prices, adjiut complaints, etc. 
Tlie method of paying commissions on a volume basis is conducive 
to their selling as much lumber as possible regardless of price, with 
the resulting tendency to force down the f. o. b. mill price; and to 
their pushing the sale of lumber r^ardless of its most economical use 
or of miffket conditions. 

Selung Aobncibs. 

The mill selling agency is of comparatively recent origin in lumber 
distribution, its existence dating from about 1900. The objects of the 
selling agencies which have thus far engaged in lumber merchandising 
have been essentially the same, although their methods have been 
different and the success attained has varied. , 

One of the most successful selling agencies operating in the c^itral 
region is the Louisiana Red Cypress Co. This company was incorpo- 
rated under the laws of Louisiana in 1907 to do a wholesale lumber bua- 
ness, with an authorized capital of {1,000,000. It contracts the entire 
output of 14 or 15 cypress sawmills in Louisiana at specified prices, 
with a provision that these prices may be changed from time to time 
as actual market conditions justify. These contiacts are made for 
one year's output of the mills, but with a provision that they are con- 
tinuing contracts unless one party or the other desires to abrogate 
them by 30 days' notice in writing. 

Under their contracts the mills give the company a discount on the 
mill value of tlie product sold, which has varied somewhat, but for 
several years has remained at 6 per cent. 

The agency, however, buys outright the Iximber, lath, and shii^les 
contracted, and resells them at such prices as it sees fit. It also buys 
and sells some stock manufactiu-ed by outside nulls. The company 
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assumes all the risks of bad debts, discomits, and other losaes incident 
to the business, in the same maimer as an ordinary wholesale concern. 
It advertises id the lumber-trade papers and a few periodicals issued 
by industrial firms. It also keeps a lai^e force of salaried salesmen 
in the field. soUcitii^ business and advocating the use of cypress. 

The California Sugar and White Pine Co., another successful selling 
agency, is one which handles from 60^000,000 to 80,000,000 feet of 
California pine yearly, marketing approximately 80 per cent east of 
the Kooky Mountains and approximately 15 per cent in foreign trade. 
The agency was organized in 1901 primarily to introduce the higher 
grades of California pine in the eastern markets. To-day B5)proxi- 
mately 50 per cent of the cut of No. 2 Shop and better grades of 
California pine is sold through the agency. Its stock is held by 
individuals and companies, some of whom contract for the Bale of 
their product through the agency. The holding of stock, however, is 
not necessaiy to obtain the services of the company. It contracts 
with individual operators for the sale of their product of No. 2 Shop 
and higher grades at market prices, less 7 per cent brokerage, and 2 
per cent discount for cash within 15 days from date of shipment. 
This contract provides that the operator may sell any of the grades 
involved, provided their sale has not already been contracted by the 
agency. 

A third selling agency was formed in 1915 by a number of mills in 
the Inland Empire. It is called the Idaho White Pine Manuf actm-ers' 
Agency, and consists simply of salaried repreaentatives employed 
jointly by these mills to sell a part of their product. At the beginning 
of each year the constituent mUls ^ree upon the per centage of their 
cut which will be handled throi^h the'agency, and the current busi- 
ness is distributed as nearly as possible to conform with this agreed 
division. Necessary readjustments are mode at the end of the year 
on the basis of actual sales. Costs are defrayed on a percentage of 
the amounts sold for the different companies. The agency maintains 
an office in Chicago and is supposed to handle the business of its nulls 
east of the Mississippi Kiver, sellii^ direct to retailers as well as 
wholesalers. 

The California Fine Box and Lumber Co. is a seUing medium for 
box shooks in California. It is a stock company, oiganized in 1901, 
and sells for any mill on a comm^ion basis. In 1914 the company 
sold and shipped 170,000,000 feet of box shooks, over 95 per cent 
being marketed in California. This represented lie output of about 
20 nulls in California, 2 in Oregon, and 2 in Arizona, and constituted 
approximately 75 per cent of the shooks sold ia California. 

A numb^ of mill agencies have been established in the Douglas fir 
r^on and have operated with varying d^;rees of success. Some of 
them have disbanded, but several agencies ore in operation to-day. 
1007050—17 2 
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These agencies represent from 6 to 20 miUs each. The largest 
agency organized in the Douglas fir region, however, The Douglas Fir 
Sales Co., ceased to operate as an agency after four years. The failure 
was attributed by those interested to the shrinkage in the price of 
lumber during 1914, which resulted in rather heavy losses in current 
operations and in overshipments to the Chicago market. During 
periods when business was good this agency had 16 salesmen in the 
field, and its sales 'averaged approximately 200,000,000 feet per year. 

The objects of the mill agency are to concentrate the business of 
selling under expert direction and thereby reduce selling costs and 
increaso merchandising efficiency; to provide the mills with the 
machinery for controlling the marketing of all or part of their output, 
and the handling of large orders which a single mill can not fill; to 
provide cooperative means for small mills, not financially able to 
maintain extensive sales organizations, to market their product 
effectively; and, finally, to eliminate duphcation and competition in 
obtaining business. 

In other words, the agency seeks to make a group of mills as 
effective a selling and competing unit in the markets of the world 
as possible. It may introduce new competitive factors into existing 
markets. It endeavors to stabilize mill prices, not necessarily to 
increase the prices paid by consumeis. It is of special advant^e 
to small mills whose marketing facihties are poor. The necessity 
for the selling oi^anization to keep in close touch with manufacturing 
conditions at its plants tends to limit successful agencies to those 
serving a small group of "'ill'* or handling special grades of lumber 
which require intensive merchandising. 

One of the principal difficulties experienced by the softwood mill 
agencies, which appears to have worked against their complete suc- 
cess, has been the failure of the mills fully to support them. This is 
true not only of mills in the producing region but of the constituent 
milk actually represented by the agency. This lack of support 
appears to arise in part from the suspicion of constituent mills with 
respect to the control exercised by one another in the operations of 
the agency, and in part from the pressure upon many plants to 
realize upon their lumber stocks during periods of depression. In 
short, many agencies have lacked a strong oiganization capable of 
controlling the sales of their mills and of adapting manufacturing 
practice to the markets actually developed. 

There seems httle doubt that centralized wholesaling of the prod- 
ucts of the lumber mills can be more cheaply conducted than imder 
their present diversified methods and duphcating organizations; 
but the sjrstem, should it dominate lumber distribution, contains 
possibilities of unreasonable restraints upon competition miless 
regulated by the State or Federal Government. 
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COMPLEXITY OF WHOI.ESAIJNG CHANNELS. 

This description ia intended to give a general picture of the whole- 
saling channels in the lumber trade. Figure 2 illustrates their 
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complexity. It should be borne in mind that each of these methods 
is subject to many modifications, since each seller develops his business 
along the lines suggested by local circumstances. Consequently the 
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same organization commonly uses seveial different methods. TioB 
diagram brings out the two distioet faetom of (1) sale transaetioBs 
and (2) transportation in the wholesale distribution of lumber. 
The number of times a carload of lumber may be sold in its passive 
from the sawmill to a retail lumber yard is striking. Instances of 
lumber shipments passing through the hands of several different 
middlemen were disclosed in the course of this study; but a'rdatively 
small part of the total volume of lumber moving passes through the 
hands of more Uian one intermediary — sales agency or wholesaler— 
and an increasing proportion of the output is wholesaled directly by 
t^e mill. Nevertheless, as long as the machinery for duphcation in 
selling is present, a varying percentage of sales will be so handled. 

The same is true of the number of times freight is paid upon a 
car of lumber. Competitive pressure is tending steadily to restrict 
rehaudling and reshippii^; and an increasing part of the lumber cut 
is transported direct from manufacturer to retailer or lai^e consumer, 
whatever agencies may participate in it« sale. Nevertheless, with 
the duplicating machinery of distribution striving to maintain itself, 
a small percentage of the lumber consumed is reshipped several times. 

WHOLESALe BUYING. 

The Wholbsalk Buter. 

Wholesale consumers of lumber may be roughly classified as rail- 
roads, laige construction companies, and wood-using factories which 
remanufacture for further sale. Wood-using factories, while not 
consumers in the usual meaning of the term, are so designated in 
this report for convenience. 

In actual practice no hard-and-fest rule defines a wholesale buyer. 
Those who use lumber in carloads or cargoes more or less continu- 
ously are ordinarily considered legitimate wholesale buyers by the 
trade. Custom and competitive conditions at different points, how- 
ever, are large factors; and,any definition attwnpting to specify those 
who have bought at wholesale prices under the conditions of trade 
existing during the past few years is subject to many local excep- 
tions and variations. This is due primarily to the many sources 
through which lumber is being sold to-day and the resulting compe- 
tition between wholesale and retail sellers. For example, at some 
points small wood-using factories which require several carloads of 
lumber annually may be found buying at retail prices; at other 
points factories whose wood requirements are similar buy at whole- 
sale prices; some cities which use lumber in large amounts buy their 
bills at wholesale prices, others buy all their requirements from the 
retail trade; small contractors as a rule buy at retail prices, although 
a limited number can be found at various points buying at whole* 
sale. During periods of depression, when competition is intensive, 
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the usual channels of trade in many communities become more or 
less obliterated through the efforts of mills and wholesale dealers to 
obtain business previously handled by the retail trade. During the 
past fire years the wholesale lumber trade in the Middle West has 
been more variable and irregular as the result of these conditions 
than in any other period in the history of the industry. 

The great diversity and complexity in selling methods applies 
equally to buying methods. Wholesale lumber buyers are of many 
kinds — ^long-term and short-term buyers, emergency or current buy- 
ers, quality buyers, price buyers, and speculative buyers. 

Long-term buyers are found among both large and small pur- 
chasers. The usual method is to contract at a certain time of the 
year for the requirements during the coming 12 months or longer, 
celivery being made as specified during the period covered by the 
dontract. Such buying is of course economical from a cost stand- 
doint and has a distinct advantage in enabling both producer and 
consumer to figure on a definite volume at fixed prices. Another 
advantage of the loi^-term contract is that it gives the mill funple 
time to deUver the stock; and this usually means well manufactured, 
dry lumber, an important item to the remanufacturer and likewise 
to the mill in the matter of freight chaises incurred in shippii^. 
Again, in favor of the miU is that during periods when prices drop 
to a low level or orders are slack, it can. turn to the manufacture of 
material under contract at fair prices instead of continuing the pro- 
duction of low-priced current stock or reducing its capacity from 
lack of orders. On the other hand, if prices rise generally this 
advantf^e is reversed. 

Conb*act buying is thxta more or less speculative for both buyw and 
seller, due to fluctuations in the price of lumber. Tliis is its disad- 
vant^e, for when current prices rise well above the.contract rate the 
buyer is frequently required to push the rnill for the manufacture of 
his stock. Where the parties to a long-term contract are imreliable, 
market fluctuations often result in breaking the contract, which in 
many cases is followed by lawsuit. Long-term contracts involving 
the immediate dehvery of a lai^ part or all of the material needed 
during a year involve the tying up of large amounts of money. This 
practice is restricted largely to the factory trade. Under reasonably 
uniform market prices, however, there is no doubt that contract 
buying would be the most economical method of merchandizing to 
classes of trade which can forecast their future requirements. Short- 
term contracts are usually for 90 to 120 days, and to a lesser degree 
are subject to the same advantages and disadvantages. 

f£he more common practice in the fdiolesale ti*ade is to buy at 
current market prices, specifying eit^ier immediate or future dehvery. 
Hiis buying is heaviest, not during periods of low market prices, but 
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during a ri^ng market. Periods of low lumber prices have been 
times of general business depression, when building operations are 
restricted and the demand for lumber is at low ebb. As general 
business conditions improve, the consumption of lumber increases, 
accompanied by an upward trend in price and active buying by both 
consumers and dealers. Uncertainty as to future demands and 
requirementa and fluctuations in the price of lumber are the primary 
reasons why current buying is considered more satisfactory by the 
majority of buyers. 

Buying and holding lumber in the ^oleeale market purely as a 
speculative measure is not commonly practiced. It involves buying 
heavily on a low market and holding the material for a rise in price. 
Extensive storage facihties and financial resources are necessary on 
the part of the buyer to carry material during the period of depression. 
Since depressions in lumber prices have often extended over consid- 
erable periods, holding charges are liable to more than offset the sub- 
sequent rise in price. From the standpoiat of the mill, buying of this 
nature is often of advantage in moving stock and in making money 
available at a time when it is most needed. It is sometimes of advan- 
tage to the wholesale consiuner and retail dealer in fiunishing better- 
seasoned stock and immediate delivery at times when lumber prices 
go up and mill stocks are apt to be low. 

Tfro main buying policies are followed by lumber purchase?, and 
these are so closely related as to be diflScult to distinguish clearly. 
These two policies are (1 ) quality buying and (2) price buying. Price 
buyers are more common among those who buy for remanufacturing 
purposes, but who make a large number of products, among those who 
buy to resell, and among wholesale consumers whose requirements 
are not strict as to quaUty. The remanufacturer who makes many 
products is a price buyer as a rule because he is not concerned with the 
waste problem to any great degree, his business being so adjusted 
that he can rework his stock closely to obtain the quahty of lumber 
adapted to various purposes. Middlemen catering to trade which is 
not strict as to grades also usually buy on price. 

The transit-car business is to a lai^e extent a "price" trade, par- 
ticularly during periods of depression, when it assumes marked pro- 
portions in some of the central cities like Chicago. This practice, as 
referred to here, consists of shipping carloads of liunber before any 
sale has been made, the shipper or buying dealer depending upon 
effecting its sale before it reaches the original destination. It may be 
diverted in transit or reconsigned iu order to provide the seller more 
time in which to locate a buyer. The practice has developed to laige 
proportions in the past 10 years, due in part to the need of small mHls 
to move their stock immediately in order to obtain money. If orders 
are not available, the millman consigns his lumber by carloads as 
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manufactured to dealers at lai^e market points with instructions to 
sell at or near a given price. Dealers handling transit cars often have 
many cars en route or in the railroad yards, which they are pressed to 
sell, divert, or reconaign before demmrage charges accrue. Once 
demuTT^e chaises begin, a price must be named to effect a sale. In 
the meantime, however, the milhnen may have seciu^ money to 
continue operations by borrowing from local banks on the cars of 
lumber shipped. 

The quality of the lumber entering into the transit-car business is 
as a rule below the average, due to uncertainties regarding the price 
at which it wiU be sold. Few instances were encountwed where 
wholesale buyers who consider quality to any extent in their purchases 
accepted transit-car material. On the other hand, buyers looking for 
cheap lumber and not particular as to quahty frequently turn to 
transit cars. Many mills, especially lai^e ones, refuse to ship transit 
cars because of the demoralizing effect of the practice on the market 
and its tendency to create car shortages. Small mills and whole- 
salers, on the other hand, quite generally engage in the transit-car 
trade. 

Price buying, whether of the transit-car type or otherwise, particu- 
larly buying which sacrifices quality, is distinctly bad from the 
standpoint of the consumer and manufacturer in that it tends toward 
grade substitution and the demoraKzation of grade standards. Fur- 
thermore, price buying contributes directly to instability in the cur- 
rent market. 

Quality buying is more common among factories which manu- 
facture but a few products. Sash, door, and blind factories, for 
example, are usually quality buyers because clear lumber is necessary 
in the manufacture of their products and buying material on a quality 
rather than a price basis is considered economical when freight rates, 
labor, handling, and standards of products are taken into account. 
One of the principal problems which sash, door, and blind manufactur- 
ers have to deal with is the elimination of waste. Manufacturers who 
do not make veneered doors, for example, are unable to use anything 
but practically clear stock. In order to reduce their waste to a mini- 
mum they must buy materia] which will give them the lai^est number 
of clear cuttings of girth size. Manufacturers who are able to utihze 
their waste in cores of veneered doors do not find it necessary to be so 
rigid in their specifications and can consequently afford to buy more 
on a price basis. 

On the other hand, some sash, door, and blind factories buy for 
price as a matter of business policy, figuring that it is more economical 
to buy a lower quahty of material at a lower price and, by reworking 
it, obtain the clear cuttings required in their business. It is simply 
a question of whether the increased cost of freight, rehandUng, and 
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reworking of the low-quality material, combined with the loss from 
waste, are offset by its lower price. 

Railroads in buying much of their car material and construction 
companies in the use of structural timbers are necessarily quaUty 
buyers, as are middlemen who supply a trade of specific requirements. 

In all buying it should be borne in mind that price and quality can 
not be clearly separated, since it is a matter of getting the quality 
of material desired at the best price obtainable. During the last few 
years the large buyer as a rule has had the advantage over the seller 
and has undoubtedly had a depressing influence upon wholesale 
lumber prices. Lumber buyers whose purchases were reviewed in- 
variably believed that they wra« buying lumber at lower prices than 
their competitors; but a comparison of buying prices brought out ihe 
fact that during the period studied there was little difference in the 
price at which lumber has been obtained by large buyers who have 
been in a position to follow the market closely and to whipsaw one 
seller against another. 

Thk Tbknd in Butino. 

In order to determine the sources through which the wholesale 
buying of lumber is most largely handled to-day, inquiries were sent 
to the principal railroads, to retail dealers, to sash, door, and blind 
manufacturers, to box manufacturers, and to a limited number of 
furniture and miscellaneous maifufacturers throughout the Middle 
West. These wholesale buyers were asked to give the channeb 
through which they were buying their timber. 

Id all classes of organizations the replies indicate a great variety of 
methods. Fbr all businesses, however, the greatest volume of lum- 
ber was found to bought from the mill direct. The figures submitted 
by 21 of the largest railroad systems in the Central States showed that 
approximately 78 per cent of their purchases are placed direct with 
the mills or their selling representatives. Several of the roads buy 
practically their entire requirements from the mills; the remainder buy 
in varying proportions from wholesalers and from mills. Amounts 
ranging from 1 to 5 per cent are obtained from retailers, but auch 
purchases are for local emergencies only. Four of the roads buy their 
western lumber from the mill or mill representatives only and their 
southern lumber from wholesalers, this plan having proved satis- 
factory by experience. One road refuses to buy through commission 
men, pr^^ring to deal with those who actually purchase lumbw 
from the miU on its order or with the miU direct. 

Railroads are laigely current buyers, although some of them fol- 
low a policy of contracting for six months' requirements, especially 
on a rising market, and in the case of special material, such as ties, 
they often place their contracts coveringtheir needs for a year or longer. 
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Over half of the companies report that within the past five years they 
have changed their policy to deal more directly with the mills. In point 
of obtaining both grade and price, the weight of the data ia in favor 
of the miJls, although several railroads consider that they obtain 
better prices and service from wholesalers. 

In the factory trade of the Central States, the data indicate that 
while bujdng is done more largely through wholesalers and commission 
men than in the case of railroads, the greater proportion is obtained 
through direct orders upon the mills. KeportiS from 132 factories, 
most of which were sash, door, interioi' finish, and box manufac- 
turers, show^ that approximately 60 per cent of the material was 
obtained upon direct purchase from the mill. As between the dif- 
ferent factories, however, there were such wide variations in methods 
and sources of buying that the above figure should be considered 
as merely indicative. For example, 13 of the factories buy through 
wholesalers or commission men exclusively, 37 buy direct from the 
mill, and the remainder buy in varying proportions from all sources,, 
adjusting their policy to the source and methods by which their 
diversified requirements are most satisfactorily met. 

In the retail trade of the central region, buying directly from the , 
mill appears to be more extensive than in either the railroad or fac- 
tory trade. This is especially true of the line yard companies. 
Based on statements from S49 companies, the buying showed, in 
point of volume, 80 per cent purchased from the mills and 20 per 
cent piirchased through wholesalers. These yards were distributed 
throughout the States of Kansas, Iowa, Missouri, Minnesota, North 
and South Dakota, Indiana, Wisconsin, and Oklahoma, and the 
averages given apply to both individual and line yards. Consider- 
ing the yards separately, the returns showed that in the case of indi- 
vidual dealers 70 per cent was bought direct from the mills and 30 
per cent through wholesalers, while the line yards obtained 90 per 
cent from the mills and 10 per-cent from wholesalers. 

The above oi^anizations represent the three largest classes of 
wholesale lumber consumers, and the information furnished by them 
indicates quite clearly an increasing tendency during the past few 
years to deal more directly with the mill. The reasons most generally 
given are advantages in point of grades, price, dehvery, and service. 
Many repUes, however, are conflicting in this regard, indicating that 
the individual concern dealt with is a lai^e factor. Any appUcation 
of the data cited to the wholesale trade in regions other than that 
from which it was obtained is not warranted. It should be borne in 
mind, fivther, that the large consumers and retail dealers from whom 
the data were obtained are mainly users of softwoods. These results 
can not, therefore, be applied to all classes of trade. 
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BUTBRS' COMPLAINTS. 

Complaints between the buyers and sellers of softwood ltimb«', 
while fftu-ly numerous, involve but a relatively small per cent of the 
total volume of lumbw sold. Complaints arise primarily from the 
quality of the material or its condition of manufacture, although in 
many cases tbe species of wood and the quantity of material delivered 
are matters of complaint. 

Most of the lumber manufacturers' associations have provided 
inspection bureaus for facilitating the settlement of complaints aris- 
ing in the sale of their lumber. These bureaus employ expert graders 
who reinspect the material when complaints arise. These inspec- 
tors do not adjust the complaints, that being left to the shippw and 
buyer to settle upon the basis of the reinspection or by recourse to 
the courts. The common practice is for the original invoice to stand 
if the reinspection does not show a difference greater than 4 or 5 per 
cent in the volume of grades. If, however, differences exceed the 
customary percentage, the shipper ordinarily adjusts the matter by 
allowing the purchaser the degrade at its going market value. The 
cost of reinspections is, in the majority of associations, charged 
against the shipper to be adjusted with the consignee. This charge 
is the expense of reinspection in the case of members of the associa- 
tion, and usually a special charge when the service is extended to 
nonmembera. 

Figures obtained from six of the principal lumber manufacturers' 
associations show that less than 1 per cent of the total amount of 
lumber sold annually is reinspected upon complaint and that the cost 
of this work when chained against the total amount sold is insignifi- 
cant. It must be home in mind, however, that figures showing the 
material actually inspected by the lumber associations are not a 
true index of the extent to which complaints exist. Reinspections 
are usually asked only after the shipper and buyer have been unable 
to settle the claim by other means. Again, dissatisfied buyers in 
many cases do not ask for reinspection, but simply turn to another 
se'ler or to another building material. 

A better index of the extent to which lumber is subject to com- 
plaints woiUd be the records of the mills which show the percentage 
of their output upon which complaints are received monthly. Some 
mills utilize this record as an index of the standards of their grades 
and r^ulate current shipments accordingly. For example, if con- 
plaints are made on an amount exceeding a certain figure monthly, 
it is taken as evidence that the grades have been below standard and 
shipments for the following months are remedied ; if, on the other 
hand, complaints fall ofi, it is an indication that the grades shipped 
are above standard and changes are made accordmgly, the poficy 
being to keep grades at a more or less uniform standard. 
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With the many grades of material which have been made to meet 
the requirements of different consumers, it is only natural that ship- 
meiits from time to time will vary in quality; and it is inevitable 
that differences of opinion will arise, since there are no sharp lines 
defining the various grades. Expert lumber inspectors themselves 
. often vary in their grading, and the sale of lumber by the grades now 
established necessarily is a more or less give-and-take understanding 
between the buyer and seller. Furthermore, the policies of the mills 
often vary with respect to grades, Some mills furnish a high qu&iity 
of grade, in many cases better than the grade specifications call for, 
while others grade to a lower quality, making quite a difference 
between the averse grades put out by different plants. There is 
usually a corresponding difference in price, but the buyer does not 
always take this into consideration. 

In addition to this looseness or elasticity in the unit of value, - 
which is the grade as well as the thousand feet, other conditions 
contribute to complaints. These include the la«k of responsibility 
sometimee evident in concerns engaged in wholesaling lumber; 
manufacturers' ignorance in many instances of buyers* requirements; 
poor manufacture and seasoning on the part of some mills; the l^rge 
numbffl of grades and patterns of lumber of different species, which 
tend to confuse many buyers; ignorance of buyers with respect to 
grades and grade problems; and the sharp practices of unscrupulous 
dealers. 

At the present time four things are working toward a reduction in 
the number of complaints arising in the marketing of softwood 
lumber. They are: 

(1) The development of better grades by the nulls and associations. 
This is being done not only by the laager mills themselves but through 
lumber manufacturers' oi^fuiizations. The latter's work consists in 
having its expert graders visit the nulls of members of the association 
for the purpose of checking up the local graders and developing a 
more expert and standardized grading practice. 

(2) The practice followed by some shippers of accompanying their 
lumber by a certificate of inspection which in effect is a guaranty 
put on the material by an association that it has been inspected by a 
licensed inspector and contains the grade or grades invoiced. The 
association does not guarantee this inspection, but it carries moral 
weight, and shipments with certificates attached are less subject to 
complaint. 

(3) The movement on the part of certain mills and lumber manu- 
facturers' associations to brand their lumber. This movement is of 
very recent date and the practice is not yet generally followed. The 
brand used at the present time is simply a manufacturer's trade-mark. 
It does not designate the grade, but it should be effective in the 
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eUmination of complaints by placing the responsibility of the mill 
and the association behind its lumber grades. It further enables the 
mill and buyer to check the transactions of middlemen. 

(4) The competition of different species and of substitutes for . 
lumber in the building-material field. This is a stroi^ influence 
which, it is safe to say, is the underlying force behind the tendencies 
already mentioned, and which promises to force better methods of 
merchandising upon lumber manufacturers to reduce possibiUties of 
complaint to a minimum. 

COST OF WHOLESALING. 

Tbe eipeiiBe levied upon himber by vholeadlns Is subject to gremt rarUtloB 
because of the \htiety of organlzatloiu, dasaes of trade, and candJUonci Kovendng 
bafing and Belling. On softwoods distributed tn the Middle West wholesaling 
appears to .lev; an average lax of between 75 cents and Jl per tbonsaod feet. The 
expense Is considerably bigher on lumber handled through wholesale yards. 
Differences in selling expense, however, often reflect marked dUferencee In tbe 
prices received. 

Daring the past 15 years the Increase In the nnmlter of «4ieleflalers appears to 
have been (kr greater than tbe Increase In the lumber cut, tending to raise selling 
costs per thousand feet. The wholesale lumber trade is a free-for-all field, with 
no technical or expert knowledge of lorober as entrance requirements. But con- 
sumers are more and more demanding exact iiif<H7n8tlon on the different Iclnds of 
wood and their best uses, and the competition of other materials has awaliened 
lumbermen to the need of more efficient and exact service to users. 

The cost of wholesaling lumber is subject to wide variations, par- 
ticularly when considered by the 1,000-foot unit. This is due to the 
many wholesaling methods and types of oi^anizations, the different 
services rendered by wholesalers, and the multitude of conditions 
under which various kintk of lumber are sold. For this reason an 
average cost of wholesaling is very difficult to obtain. Wholesalers, 
mill men, selhng agencies, and commission men do not employ the . 
same methods in the conduct of their business, nor do they keep 
similar records of cost, A surprisingly lai^e number do not know 
what it costs them to transact a wholesale lumber business. 

Wholesaling costs, to be apphed with the greatest degree of accu- 
racy, should be determined for each of the different types of business. 
This could not be done because of inabihty to obtain data from, a 
sufficient number of each kind of organization to form an indisputable 
basis. In many cases the middleman's cost records were incomplete 
or he refused to cooperate in the study by granting access to his books. 

AVBKAOE WHOLESALING COSTS. 

An effort was made to show as closely as possible the averf^e 
wholesaling cost incident to the distribution of softwoods from the 
South, West, and North in the laj^er cities of the Middle West. The 
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figures presented in Table 1 were obtwned from companies engaged 
LD limiber wholesaling in Chicago, St. Louis, Kansas City, and Minae- 
apolis and are broadly representative of the wholesale merchandising 
of softwoods in the region. The figures are believed to reflect closely 
the average wholesaling costs in this trade. These companies include 
wholesahng organizations with direct mill connections as well as 
concerns which are independent of the mills. 

While the total costs of doing a wholesale lumb^ business may not 
vary to any great extent from year to year, it should be held in mind 
that the costs per thousand feet are subject to very wide and sudden 
variations. This applies not only to months but equally 'to years; 
and is due, of course, to fixed charges incident to the business which 
can not be increased or decreased to meet fluctuations in the volume 
of business transacted. 

Table 1. — Average coals of wholesale lumber merchandixtng a» determined from S6 annual 
opertUiont of wholesale mmpanUM in Kantai City, St. Louit, Chicago, and Minne- 
apolit (toftviood dittnbution). 



.veragegroBa 












i 



!Ci 



I'gi 



I0.7eu,01« L7ia: 



ATBTBglT of total. . . 



Freight actually paid in 



2,TW,MV 



(IB.7B,' 
\ pet' 



B.(l .98 11S,Sn 3.1 .7S»,43{ 

m,038 5.1 .ea ei.sx *,* .81"'-*°' 



02,110 4.5 l.oe «7,7«1 



Table 1 is based on an aggregate of 36 annual operations of 9 
different wholesalers. The figures apply only to a direct wholesale 
business, and not to handling lumber through wholesale yards. The 
years 1913 and 1914 represent the laigest number of companies. 
The figures for 1908 and 1909 are based on one company's operations 
and should not, therefore, be given the same weight as the data for 
the following years. The total amount of lumber sold in the opera^ 
tions represented in the table is 3,078,196,000 board feet. 

From the table it might appear that the costs of wholesaling follow 
more or less uniform standards. An analysis of the figures obtained 
from different companies, however, shows the opposite to be the 
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case. The smallest amount sold by any company in any one year 
was 15,398,000 feet. Two of the companies handled each year over 
150,000,000 feet each, and in one year one of these companies handled 
approximately 250,000,000 feet. The sales of the remaining com- 
panies fluctuated yearly from 16,000,000 to 60,000,000 feet. Tlie 
average volume of business shown by the table, therefore, is influ- 
enced by the inclusion of two companies which handled a very large 
volimie and is hi^ as applied to most of the compamee. The total 
selling price of the lomber handled by these companies amounted to 
$73,703,041, which represents an average deUvered wholesale price o{ 
S23.94. 

Wide variations are hkewise characteristic of the gross profit shown 
by different companies. It will be noted that the average gross 
profit is 4.5 per cent on sales. As between the different companies 
in different years, however, gross profits ranged from less than 2.9 
per cent to 7.5 per cent in one instance. Most of thran fell, however, 
between 3 and 5 per cent. Even greater variation was shown in the 
gross profit per thousand feet, which ranged from $0.59 in one in- 
stance to S2.05 in another. The lai^est number, however, fell around 
$1, with a resulting average of Sl.OS. 

The average operating cost is 3.3 per <tent of the sales. In this 
item abo great variation was found, both in the percent^e cost of 
conductii^ a wholesale business and in the cost per thousand feet. 
On a percentage basis the cost ranged from 1.7 to 7.7 per cent. The 
cost per thousand feet varied from $0.38 to $1.50. The second 
highest cost was $1.32 per thousand feet, and with two excep- 
tions the remainder were less than $1. An analysis of these costs 
does not indicate that a large wholesaling company operates any 
cheaper than a small company. The data are not conclusive on this 
point, but the lowest operating costs given are for a company handling 
a relatively small volume of business. A direct comparison of selling 
costs between different companies is not warranted unless the methods 
of selling and all other factors of organization, trades catered to, etc., 
are taken into consideration. A company disposing of the bulk of 
its stock through mail lists obviously has an insignificant selling cost 
a3 compared with the company employing a large force of s^esmen 
and specializing in certain trades. Increased selling costs, therefore, 
do not necessanly mean lack of efficiency, since the companies showing 
the higher selling costs are very apt to show a higher price received 
for their lumber. It is to a large extent a question of spending 
more money to seek out special trade or special classes of customers 
and thereby obtain better average prices. 

The variations mentioned under gross profit and operating costs 
extend into the net profit item, which in percentage on sales ranged 
from a loss of 1,1 per cent to a gain of 4.2 per cent. Expressed in 
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cents per thousand feet, these ranged from a loss of practically 14 
cents in one instance to a gain of $1.12 in an exceptional case. The 
majority of the figures fell hetween 15 and 40 cents per thousand feet. 
The variations mentioned are characteristic not only of different com- 
panies, but of the same company in different years. For example, the 
net profit shown by one company for three years was 36, 54, and 40 
cents per thousand feet. For another company they were, during a 
period of five years, 22, 16, 31, 18, and 11 cents per thousand feet. A 
third company, with a much larger volume of business, showed annual 
profits of 16, 14, 19, 22, and 17 cents per thousand feet. The wide 
variations shown in these figures appear to be due primarily to the 
class of trade sought, although doubtless resulting in part from differ- 
ences in busiuess organization or efficiency. It should be further 
noted that while these companies deal primarily in softwoods, a num- 
ber of them handle a small amoimt of hardwoods. 

COST OF LUMBER WHOLESALING BT HANUFACTUBERS. 

Figures obtained from a number of southern pine mills which sell 
a portion of their output through their own organizations indicate 
similar variations in selling costs, although the average falls somewhat 
below the figure given above and the range of variation is not so 
great. The majority of these coats center between 55 and 70 cents 
per thousand feet. Table 2 gives the different items of expense en- 
tering into them : 

Tablb 2. — Different item* ofexpenu tntering into cott of telling per Ihoiuandfiet. 
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It will be noted that varying proportions were sold by the different 
companies upon commissions, Mill No. 1 showing a commission charge 
of S0.42S per thousand feet, as against $0,004 for Mill No. 3. On the 
other hand, office and salesmen's expense for Mill No. 1 are $0,168 
per thotisand feet, as compared to $0,476 in the case of Mill No. 3, 
Mills Ntra. 2 and 3 are considered representative of concema selling 
primarily through salaried salesmen. Figures for these mills indicate 
that the average cost of salesmen's salaries and expenses falls between 
$0.25 and $0.35 per thousand feet. 
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tX>NDrnON8 AFFKC1INO COST Of WHOLXBAUNC. 

From the variations in costs in operations more or less similar in 
type it will be apparent that atill greater variations most appear when 
all types of wholesaling operations are considered. Some of the more 
important factors affecting wholesaling costs are indicated in the fol- 
lowing paragraphs. 

Whole B ALB Yard Oferationb. 

It has been indicated that different policies an^ types of wholesaling 
organizations have a decided bearing upon the cost of doing business. 
An extreme example is the difference in cost shown by wholesalers 
with yards and those without yards. These two types of oi^aniza^' " 
tlons represent the difference between the actual handling of lumber 
in large quantities and the simple transaction of its sale. Material 
which passes through a wholesale yard is, of course, subject to much 
heavier expense for handhng and storage. The wholesaler must, 
therefore, necessarily charge a higher price for this material than for 
lumber shipped direct from the mill to the consumer. This is clearly 
brought out in figure 3, which shows for one large wholwaling concern 
the average prices at which it bought its stock from the mill and the 
average monthly selling price on material taken from its yard and on 
material shipped direct from the mill, respectively. The difference 
in the two classes of business in point of price is at once apparent. 
This difference is due primarily to essentially different handling c<^t3 
incident to the service rendered. 

The bulk of the lumber sold in the wholesale market moves directly 
from the mill to the large consumer and retail dealer. This lumber 
is not handled by the wholesaler, and his expenses are simply those 
incident to maintaining a selling oiganization. When, however, a 
wholesaler establishes a concentration yard, a warehouse, or a re- 
manufacturing plant as part of his equipment, the additional handling 
expense on the lumber stored or remanuf actured is reflected directly 
in the price to the consumer, 

A relatively small proportion of the total amount of lumber moving 
monthly or annually passes through wholesale yards or warehouses. 
This is a special class of business designed to meet a specific but more 
or less limited demand. An indication of the costs attached to busi- 
ness of this nature is given in the following figures from a company 
engaged in handling three classes of wholesale lumber trade, i. e., 
(1) the sale of material shipped direct from the mill to the retail 
dealer; (2) the carrying of a stock of lumber in a large wholesale 
yard and its sale in lots as required by customers; and (3) the main- 
tenance of warehouses in which lumber is stored and reconsigned or 
sold in mixed carloads. The first class constitutes 61 per cent of the 
business done, the second class 12 per cent, and the third class 27 p^ 
cent, based on the footage sold. 
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Pigs. 3, 3a, 3b.— Wholesale prices, UlnaeapoliB, Minn. Figure 3 sbovs average monthly prices raceirad 
(1) b; whotesaler (open clicl«3). and (2) b; commissian nun (closed cireles). Figures 3a and 3b show 
wboleaalera' average buying and eelling priced. (Closed circles— average monthly buying piic«; open 
drcles and brolien line- tbtDUgb ahipniaitts Irom mill; open drclea and solid line— mixed sblpmants 
tbrough wbalesaie yard.) 
1007^0—17 S 
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Table 3.— WhoU*aU merdiondinng cosU/ot thru dtportmmU oj 
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The total amount of material sold during the three-year period was 
slightly in excess of 212,000,000 feet, or an average of approximately 
70,000,000 feet annually. The yard business consisted of two classes 
of trade, namely: (1) Sales to local retail yards, the material being 
delivered by team; (2) sales from the yard stock to outlying points, 
delivery being in most cases in mixed carloads. Although these two 
classes of business have been grouped in the statement given above, 
there is even here a marked difference in handling costs, due primarily 
to the increased dehvery charges borne by the material sold to local 
defers. A comparative analysis of these two classes of business is 
given in Table 4 . 

Shingles and lath have been included in all of these calculations in 
the ratio of 5,000 lath and 10,000 shingles to 1,000 board feet, respec- 
tively. The cost of the wholesale merchandismg of lath and shinglra 
is readily obtained in terms of thousands. This is shown in Table 5. 
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Figures obtained from another company operating a wholesale 
yard and warehouse and doing a general wholesale business as well, 
indicated operating costs as a whole ranging from 4.5 to 5,28 per 
cent, on sales of from $2,000,000 to $3,000,000 annually. During a 
period of six years 45 to 50 per cent of the business consisted of ship- 
ments direct from the mills. The remainder was handled through 
the warehouse or yard. For the latter class of business, considered 
separately, operating costs ranged from 6.7 to 7.27 per cent of the 
sales. N Approximately 15 per cent of this business involved team 
delivery. Merchandising coste in the case of through shipments 
ranged from 1.9 to 2.4 per cent of the sales, averaging during the last 
six years 2 per cent on total sales of over $6,000,000. 

Expressed in terms of thousand feet and itemized, the costs of 
wholesaUng chained to the transfer yard or warehouse busiuess were 
as shown in Table 6. 
T:knx6.— CqU per thowandfe^oj handling lumber tkrcmgh trant/er yard onDarehcniM. 
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These cases serve to bring out the increased and varying merchan- 
dising costs incident to a general wholesale lumber business combined 
with a concentration or transfer yard. In some cases considerable 
remanuf acturing and regrading are done at these large yards, hand- 
ling costs being proportionally increased. Figure 4 indicates the 
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margin on which a buaineas of this nature has been conducted duriag 
the past 8 years. During some years the annual operations have 
shown a losa, but for a period of 20 years the company claims to have 
averaged a net profit of approximately 2) per cent of the sales. 



Spkcui. CiAsaBB or Teadb. 



Lees direct and concrete factors have a decided effect upon the 
cost of wholesale merchandising, whether by mill or wholesaler. 
The policy of the oi^anization itself often iiu9aences the cost and 
gross margin per thousand feet. For example, some concerns sell 
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only to highly rated companies or special classes of trade. This nar- 
rows their selling field and usually results in a higher chaise per 
thousand feet to get the business. On the other hand, it is a class 
of business which as a rule yields wider gross margins. 

The development of special classes of business in the lumber mer- 
chandising field is very characteristic of the wholesale trade. The 
railroad lumber trade ia perhaps the clearest example. Organiza- 
tions may be found in practically every large city in the Middle West 
which sell lumber almost exclusively to the railroads. Specializa- 
tion in the species or kinds of woods handled is also a common prac- 
tice. Some concerns sell exclusively southern pine, or western 
woods, or hardwoods; others specialize in one or two species, but 
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also handle Bicaall amounts of other kinds of lumber. In the r^on 
studied the wholesale merchandising of softwoods and hardwoods is 
conducted as a rule by separate oi^anizations. This, of course, is 
not BO true of the small broker or commission man as of the Ui^er 
and well-established wholesale concerns. 

While the data obtained on the cost of wholesale lumber merchan- 
dising apply especially to softwoods, some figures were secured from 
companies dealing primaiily in hardwoods. They are not sufficient 
to be coDcltisiTe, but indicate that the merchandjsing of hardwoods 
is considerably more costly per thousand feet than that of softwoods. 
This conclusion is in accord with the general understanding of the 
trade. The principal reason given is the small volume of business 
available to the hardwood dealer. Softwoods, comprising over 80 
per cent of the lumber cut, are sold in much greater volume; conse- 
quently the charge per thousand feet is reduced. The following com- 
parison of costs serves to indicate the wide range which appears to 
exist between the merchandising of hardwoods and softwoods. 
Ninety per cent of the business of one firm is hardwoods, while the 
other company handles southern pine only. 

Table 7.— Cotnporuon of hardwoods and toftwoods vdA regard to merehandmng co»t*. 
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The average annual volume of sales in the case of the company 
dealing in hardwoods was 21 miUion feet, as E^ainst 163 milhon in 
the case of the company handling pine. The average annual operat- 
ing expenses were $41 ,000 and $118,000 respectively. In other words, 
the company dealing in softwoods sold eight times the volume at 
only three times the total expense. The eflrect upon operating 
margins, costs, and net profits per thousand feet is at once apparent. 

Many other factors arising in the course of business bear upon 
wholesale operating costs. For example, the costs of a large selling 
organization for a period of four years were fotmd to be as follows: 
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In ascertaining the reason for the exceedin^y low coat in 1 91 2, it was 
foimd that during that year the company secured a contract for a lai^e 
amount of liunber, thereby increasing its yoliune at small .expense, 
with the result that its average selling costs were reduced 50 per cent. 
The data obtained also indicated a difference in merchandising cc^tsbe- 
tween concerns selling primarily to yard trade and those selling to con- 
sumers who buy in lai^e quantities, oft«n by contract. The explana- 
tion is apparently one of volume, more salesmen and heavier expenses 
being required to obtain an equivalent volume in the yard trade. 



No standard rate of commissions is paid by mills for the eaJe of 
their lumber. Consequently commissions vary as between mills, 
species, and grades. In many cases the miUfi pay a commission on 
the car unit, a common rate on southern pine being S5 per car, 
although it may extend to $10 or more, depending upon the grade. 
Other miUs grant commissions on the basis of the thousand-foot 
unit. These rates ordinarily are from 30 to 50 cents per thousand feet, 
but in cases of special stock or business reach as hi^ as $1 and $1 .50 
per thousand. The common practice with small mills in the South 
is to base conunissions on either a car or thousand-foot unit. It is 
also the prevailing basis used by large miUs which sell through commis- 
sion men. A commission firm in one Qf the large cities of the Middle 
West, handling from 50 to 80 million feet annually, chaises the small 
mUlsforwhich they sell 30 cents per thousand feet on common grades 
of yellow pine and 40 cents per thousand feet on the higher grades. 

Figures obtained from the books of a lai^ miU selling approxi- 
mately $90,000 worth of its products through conumssion men showed 
that its commissions averaged 2^ per cent of the mill value of the 
lumber. This was equivalent to approximately 32 cents per thou- 
sand feet. In this case the most common rate was $5 per car, 
although considerable material was sold on commissions of 35 cents 
per thousand for common and 50 cents per thousand for upper grades. 

Another basis used in fixing commissions is a certain percentage of 
the f. o. b. miU price. This is a common practice with western mills, 
the usual rate being 5 per cent. On 26 milli on feet of Douglas fir sold 
by a commission firm in the Central States the average commission 
received per thousand feet amounted to 35 cents. 

The data as a whole indicate that the commissions paid for selling 
softwood lumber in the Central States average from 30 to 40 cents per 
thousand feet. It should be held in mind, however, that those figures do 
not represent the total selling cost of the mil l and are not directly com- 
parable with the costs shown for sales by wholesalers and by the mill 
itself. This is because the commission man as a rule simply sells the 
product, leaving the handling of the aecoimt to the mill. Therefore 
the final cost to the mill is the commission paid plus the cost of handfing 
and collecting accounts and costs incident to the settlement of claims. 
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Of the various methods employed in establishing commissions, that 
providing a certain per cent of the mill price seems most satisfactory 
from the standpoint of price stahihty. Where the commission is 
based upon the car or thousand-foot unit the commission man's 
profit is increased directly by the volume of material sold, regardless of 
the price which he obtains. To increase the volume sold, the commis- 
sion man often bears down upon the mill to reduce its price in ordw to 
meet competition. This is especially true during periods of slack trade 
and intensified competition. Tbia method of fixing commissions tends 
to encourage price reduction, especially during periods of keen com- 
petition and through the activities of irresponsible commission men. 
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Fia. S. — The effect ol voliuDe on numlhl; Costs of wbolwaling lumber per thousand bwt based on re 



When commissions are based on a percentage of the mill price it 
becomes more advantageous for commission men to work for good 
prices, since thereby their own profits are increased. 

VOLUMB AS ArFECTIHO COSTS. 

Volume of business is a basic factor which directly influences costs 
and profits expressed in terms of lumber quantities. If each selling 
organization could operate to full capacity monthly and yearly, the 
wholesale merchandizing charge home by lumber would be mate- 
rially reduced; but this, of course, is out of the question under the 
variable demand for lumber and the highly competitive and unreg- 
ulated form of the business. The direct effect played by volume in 
relation to merchandising costs is shown graphically in figure 6. The 
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ftdjuBtment of expenditures to meet fluctuations in the volume of 
business transacted has been one of the difficult problems in the 
wholesale trade during the past 10 years. 

Competition is essentially a struggle for volume of business and 
must, therefore, be taken into conBideration when discussing factors 
of cost. The number of wholesalers seeking lumber sales at Tarioos 
central points has increased during the past 15 years out of all pro- 
portion to the increase in business. According to the records of a 
lumbermen's credit association there were, in 1900, 896 wholesale 
lumber dealers in 155 of the taigest cities in the United States. This 
included not only strict wholesalers, but brokers, jobbers, commissioD 
men, and rnillH which were handling their product from wholesaling 
offices. In 1910 these same market points showed a total of 3,032 
dealers, an increase during 10 years of 238 per cent. During the same 
period the increase in the lumber cut for the nation was from 
35,084,166,000 to 44,609,761,000, or 26.9 per cent. 

The result reflected by these figures, which are approximate 
accurate, is the marked decrease in the average volume of business 
available per dealer. A shrinkage of from fiO to 60 per cent in the 
average volume of lumber sold per dealer appears to have taken 
place during the decade ending 1910. Since 1910 the annual lumber 
cut has fallen off lightly and there has doubtless been a small 
decrease in the number of wholesale dealers, due to the depression 
in the trade. 

This great increase in the number of wholesalers has been a natural 
outgrowth of conditions surrounding the Ixmiher industry prior to 
1907. As the mills became more and more distant from the market 
centers, the need for middlemen devdoped rapidly. The increase 
in the number of species entering into competition strengthened their 
position through forcing the manufacturer to utilize their services in 
order to market the entire output of his mill. The field was a large 
one; manufacturers were individuahstic, competitive, widely scat- 
tered, and disorganized, while attractive profits were attributed to 
every branch of the lumber business. No apprenticeship was 
required; no examination or test of technical or expert knowledge 
was imposed; capital was not always essential; in short it was an 
unrestricted and open field. This appears to be true to-day as a gen- 
eral characterization of wholesale lumber distribution. The new 
dealer may engage in sharp practices and the industry has not the 
means to disbar or expose him. The consumer necessarily suffers 
from his methods or from his lack of knowledge. He may cut prices 
below cost, or enter the field only during periods of heavy demand 
simply as a side issue to his regular business. The established whole- 
saler, carrying the responsibilities and obligations of a permanent 
fmd sound business, must meet his competition. It is therefore not 
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surprising that the field is OTercrowded, that competitive conditions 
within the trade are chaotic during periods of depression, and that 
lumber merchandising has not kept pace with merchandising in 
other Unee. 

The cost of wholesaUng is a direct charge upon distribution which 
operates to decrease the f. o. b. mill price of lumber and to increase 
its final price to the consumer. Any marked increase in the number 
of dealers employed in seUing without a corresponding increase in the 
amount to be marketed results in a heayier chaxge per thousand feet 
and a closer margin of profit for those engaged in the business. Many 
wholesalers are free to admit that their business to-day must be 
transacted on a much smaller mai^n of profit than in former years, 
while the actud cost of seUing a thousand feet of lumber has increased 
on account of the smaller average volume of business. This is due 
in part to the increasing number of wholesalers, jobbers, and com- 
mission men whose service charge is levied upon the lumber sold. A 
further result is the enforced assumption of a hke charge by the manu^ 
facturer who does not engage the services of wholesalers, because 
under the intense competition thus created he must expend an equiva- 
lent amount in order to market his output successfully, whether it 
be done by mill salesmen, by expensive advertising, or by other means. 
This is essentially a question of the economics of competition. 
Whether mills financiaUy able to market their own product in a 
wholesale way can do so more economicaUy than independent dis- 
tributors remains to be seen. Judged from present merchandising 
tendencies it would seem that this competition will not be decided 
so much by a small difference in cost as by the service rendered to 
consumers. 

It should be borne in mind that one st«p toward the more efficient 
merchandising of lumber is the apphcation of more techuical and 
expert knowledge regarding the quahties of lumber and its economic 
uses. This will be increasingly true in the future. With many kinds 
of material to choose from, consumers will demand exact information 
on their relative qualities. The competition of substitutes has already 
brought this situation before the lumber industry, and it is making 
individual and cooperative efforts to meet it. In the modern mer- 
chandising field consumers are being given more information about 
the articles they buy then ever before, because to do so is a com- 
petitive necessity. 

RAIL TEANSPOBTATION OF LUMBER AND ITS COST, 

RaOroad Imispartatloii Is a major factor In the price the conenmer pays for lumber. 
The eaubr's aBBoal freight on lumber Is ckwe to $170,000,060, with a tonnage 
exceeding all other classes of freight except general mannfhctnreei and (be prodacts 
«f mines. 
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The hunbcr nte Ikbrtc Is * palchwiKk bnllt tip lui^ npon Ike principle of wkat 
be tnMc wQl bear. The nuutr thooMitd frelghl Uriffs represent In most Inslnnces 
lenenl eonunodit; nttes with p«ctIcaUr no scEenUfic ctasslflcatian based on the 
differenl hinds or values of lumber. Although there may be a difference of $40 or 
MO per thousand feet In nine, hlsh-grade Inniber nsnaUr tahes the same rates as 
lsw-(rade atotk. This tends to waste low-grad« niatMlal, but on the other hand 
bdUtales refined inannfitctnre at ths sonrce and promotes ecnnomy In dlstrlbntlon bj 
mbcd carkads. 

Wbolenale Inmber ftlewt am determined In large part br ft^ht rales to the points 
of ddirerr, which are based enttrelr on weight. The freight borne hy softwood 
tamber marketed In Hie ftUddle West lies between 2S and 30 per cent of the delivered 
iiAolesale price and between 20 and 25 per cent of the average retail price. 

The rul transportation of lumber from the mill where it is manu- 
factm^d to the local distributing point where it is consumed or reman- 
ufactured is one of the principal items in lumber distribution. This 
cost is one of the major factors determining the price of limiber to the 
consumer. Of the lumber consumed annually in the Central States, 
95 i>er cent or more is transported wholly by the riulroads. The 
remainder is either manufactured and consumed locally or reaches 
conaimiing centers by water or by a combination of water and rail 
shipments. 

Obviously transportation exclusively by water is restricted to 
cities and towns along the Great Lakes and navigable rivers which 
have direct water communication with sawmills. The interior river 
trade is practically negligible, while water shipments to distributing 
points along the Great Lakes have steadily decreased as the timber 
tributary to the lakes has been cut out and railroad transportation 
has developed. The lumber shipped by lake to Chicago in 1914, for 
example, amounted to only 7 per cent of the total deUveries. Ihiring 
the same period there were no water shipments from Chicago. Dur- 
ing the five years previous such shipments averaged 1,650,000 feet 
annually, or only about one-tenth of 1 per cent of the total shipments 
from Chicago in 1914. (See fig. 6.) 

When the great consuming territory of Indiana, Illinois, Wisconsin, 
Missouri, Oklahoma, Kansas, Iowa, Nebraska, Minnesota, and the 
Dakotas is taken into consideration it will be apparent that water 
transportation is an insignificant factor in lumber distribution in the 
Middle West as a whole. This report, therefore, deals only with rail 
transportation as a distributing cost. 

LUMBEB TKATFIC AND FBEIGHT RATES. 

The importance of transportation as an element in the cost of 
lumber makes it worth while to outhne the existing situation as 
regards lumber traffic on the railroads and the making of lumber 
tari&. 

The statistics of the Interstate Commerce Commission for the year 
ending June 30, 1914, indicate that lumber and other forest products 
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furnished 10.23 per cent of the tonnage carried by the railroads of the 
United States, or about 199,000,000 tons. Their total was slightly 
greater than that of agricultural products and exceeded all other 
classes of railroad freight except general manufactures and the prod- 
ucts of mines. !EVom the receiplB for transporting lumber reported 
by about 61 per cent of the railroad mileage in the country, it seems 
probable that the total annual lumber freight bill is approximately 
$170,000,000. This is not far from 30 per cent of the amount received 
- by the sawmills for their product. It is of interest to note in this 
connection that the average receipts of the railroads for hauling 
lumber were 0.698 cent per ton-mile as compared with 0.457 cent for 




bituminous coal, 0.602 cent for anthracite coal, 0.639 cent for grain, 
0.972 cent for dressed meats, and 1.77 cents for cotton. 

There has been little uniformity or attempt at a scientific basis in 
the making of lumber freight rates. They have resulted lai^ely from 
guesswork, expediency, local or indusbial pressure, or the competi- 
tive conditions governing the operation of particular railroads or 
particular groups of sawmills. The nulls of one r^on have sought 
markets in competition with other producing regions, and the rail- 
roads entering each new field have sought the business of transporting 
its products under whatever competitive conditions geographical 
location or available markets might determine. Hence a complexity 
of rates, classifications, rules, orders, and exceptions has grown up. 
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The whole lumber rate fabric ia interwoven with incongruities and 
inconsistencies; yet it is so fimdamental to the industries which 
hare grown up upon and around it that even slight changes may 
Bcriously upset tiie existing Industrial structure. 

The most common method of making rates based upon considera- 
tions of a business character witiiout recognition of any scientific 
principles of rate making is seen in the fixing of transportation 
charges to Chicago. The market prices for lumber to Chicf^o 50 
years ago were set by sawmill operators on the east shore of Lake . 
Michigan, who shipped their product almost exclusively by water. 
Much of the lumber from these mills sent to Chic^o by vessel was 
reshipped to communities in the Middle West. When the manu~ 
f acture of lumber was begun in Wisconsin, the freight rate put into 
effect for shipments which could not be moved by vessel was sup- 
posed to represent the difference between the cost of manufacture 
with a reasonable profit and the price at which stock from Michigan 
was being sold on the Chicago market. This perhaps instances the 
beginning of competitive rate making as far as. lumber is concerned. 
Ilie same principle governed the making of rates on lumber from 
the southern mills, in the grades and sizes competing with northern 
Imnber, when the central market was entered by l^e yellow-pine 
producers. Again, when limibermen began active operations in 
Or^on and Washington, a similu: process of rate making was em- 
ployed to enable these still more remote mills to reach the common 
market. In the latter instance, however, the cost of handling the 
traffic became a more important factor in the tariffs, with the result 
that shipment of only the more valuable grades as far east as Chicago 
was made possible. 

Freight rates were rapidly complicated by the increasing diversity 
of manufactured products. To the early shipments of logs, timbers, 
and lumber in a few simple forms, for example, were added highly 
finished lumber, boxes, made-up doors, glazed window sash, par-' 
tially finished or turned vehicle stock, and the like. These products 
differed widely in market value, in the weight which could be trans- 
ported per car, in susceptibility to damage during transit, etc. The 
outgrowth of this diversity was the cooperation of railroads in classi- 
fying freight. By classifying the innumerable articles of commerce 
in accordance with their high or low value, heavy or light weight, 
bulk or compactness, and their character as perishable or imperish- 
able, fragile or unbreakable, etc., the roads in a given territory have 
sought to establish a more uniform basis for rate making. Specific 
tariffs were still left to be fixed by each road, and any road could 
make an exception from the classification to favor traffic from a 
particular r^on. 

Freight classifications for many years were without State or 
Federal regulation. In interstate traffic they must now be filed with 
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and approved by the Interstate Commerce Commission. For the 
pmposes of classification the United States is divided into three 
general areas known as the official, southern, and western classifica- 
tion territories. A number of minor classification groups exist, 
chiefly for shipments within a single State, Tho classification of 
articles for rate making purposes is by no means uniform within 
the several territories. In genial, however, four principles govern 
classification— the value of the article or commodity, its bulk, its 
weight, and its susceptibility to damage. Lumber falls into a com- 
paratively low classification, since (1) ita value is comparatively 
low and can not be burdened with a heavy ta-ansportation chai^ 
and successfully compete with other materials; (2) it is not so bulky 
or unwieldy but that it can be readily stowed and safely carried on 
ordinary equipment; (3) its weight is sufficient to exceed the mini- 
mmn loading capacity of the average car and its compactness per- 
mits maximum car loading, and (4) it is not easily pilfered and can 
not readily be damaged, so that claims are relatively small. 

While classifications have been r^ulated to some extent by l^s- 
IstioD, no general uniformity in regard to forest products is practiced 
in the three territories. The classifications themselves are drawn 
up by committees representing the railroads operating within the 
particular territory. These bodies regularly consider the appeals 
of shippers for changes in the classifications affecting their products. 
The resulting mo<fi£cations are usually based on a compromise, with 
the theory of scientific classification often thrown to the winds by 
the necessity of a pressing situation. While the trend has been to 
simplify classification, attempts at uniform descriptions have not 
been successful because of the magnitude of the task and the countless 
inconsistencies which exist. 

The classification basis of freight making has not been widely 
applied by carriers to forest products. Railroads have frequently 
made exceptions or rules, either individually or as members of dis- 
trict freight associations, which may change entirely the application 
of the classification. With lumber, as with Buch articles as brick, 
cement, oil, groin, coal, and five stock, this has been done hugely by 
establi^iing commodity rates, based upon carload .shipments. Com- 
modity tanffs, which for practical purposes put the article in a class 
by itself, are invariably lower than rates fixed by classification and in 
general apply to articles which move in great volume from one section 
of the country to another. 

Conmiodity rates are often based largely upon competitive condi- 
tions; that is> upon the principle of "charging what the traffic will 
bear. " The relative value of lumber as compared with other classes 
of traffic is seldom taken into account. Competitive conditions be- 
tween groups of sawmills in different sections served by the same rail- 
road, or between a group on one railroad and that on another, or be- 
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tween the great lumber-producing regions of the South, North, and 
West, or indeed, between lumber and other materials competing for 
the same uses, are apt to be the controUing factors. It is often felt 
desirable for carriers to extend the market radius of new commercial 
woods and to aid in their exploitation b; favorable rates. 

Commodity rates may, however, recognize classification principles 
to a greater or lesser degree. In establishing tariffs applicable to 
lumber, consideration has undoubtedly been given to the fact that 
no special equipment is required for its transportation. The cars 
used to move other kinds of freight in one db^ction can often be 
employed for hauhng lumber on the return, doii^ away with the 
expense of hauling empty rolling stock. Lumber of some kind may 
be safely loaded and carried to market in every type of car— flat, box, 
stock, or gondola. It is necessary, of course, to load finish lumber 
in a box car where it will be protected from the weather; but rough 
limiber can be exposed without serious damage. Forest products, 
furthennore, are not perishable, like field or orchard crops, and their 
movement need not be rushed; the railroads, in fact, look upon 
lumber as sure traffic when they are ready for it, and lumber often 
suffers in prompt distribution at seasons of the year when perishable 
crops are transported. 

There is, fiu'thermore, a rough daasification of timber products 
under the commodity rate. Three classes are usually recognized: 
(1) Eough products, such as logs, bolta, or flitches; (2) lumber or 
other partially finished articles, not yet worked into a final manu- 
factured product, and (3) finished articles like boxes, barrels, doors, 
or blinds; In practically aU regions the tariffs also apply a higher 
rate to so-called "woods of value" — walnut, cherry, hoUy, mahogany, 
etc. Higher rates are sometimes put on hardwoods than on soft 
woods because of their greater commercial value and in the West a 
higher rate is applied to cedar lumber because of its Ugbt weight. 

As a general rule the rates on rough and dressed lumber are the 
same, and these rates have been adjusted so as to apply to practi- 
cally afl planing-mill products. West of the Missouri Kiver the 
rate on roug^ or finished lumber is applicable also to box shooks, 
doors, and sash, both in straight and in mixed carloads. Wood 
partly finished for agricultural implements, sleighs, or vehicles, on 
the other hand, takes a shghtly hi^er rate, while finished hubs, 
spokes, or handles pay a stUl higher chaise. Uniformity, however, 
is iackiag. The State railroad commissioners of Wisconsin and 
Minnesota enforce a lower rate on fence posts and sawmill scraps 
than on rough lumber; and elsewhOTe lower rates on mine ties and 
timbers are conunon. 

Lidividual carriers have in several instances applied higher rates 
to the more valuable grades of lumber on the groimd that costly 
products, hke dressed flooring, are more susceptible to damage than 
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such material as rough scanthugs. In general, however, departures 
{rom the long-established rule of applying one tarifiF to all of the 
customary products of lumber-manufacturing plants, whether 
shipped in straight or mixed carloads, have not been permanent. 
The principal objection to them on the part of the railroads is that 
grade specifications are too freely drawn to make it practicable to 
distinguish between them in freight tariffs, and that the appUca- 
tion of differentials in favor of low grades would entail an excessive 
cost for inspection. The somewhat anomalous condition prevails 
everywhere, therefore, that the mdst valuable product of a mill, say 
a grade of flooring bringing a wholesale price in the Middle West of 
$50 per thousand feet, pays the same freight rate as the lowest grade 
of conmiou boards wholesaling in the same region at perhaps $15 
per tho'usand, and in fact costs less to ship because it is dressed and 
seasoned to a lower weight per thousand feet. 

Many significant features of the lumber industry grow out of this 
practice of levying a imiform freight rate upon all grades of lumber 
and planing-mill products. At the tariffs now prevailing, the utihza- 
tion of timber of poor quality in the form either of inferior species 
or knotty, low-grade logs in locahties at considerable distances 
from markets for such material is seriously handicapped. The 
lai^e waste in lumber production in the Northwest, often smoimting 
to 30 per cent of the material in t^e forest, is partly attributable to 
tAaa condition. One phase of it is that, with a charge added to low- 
grade lumber by its transportation to market equal to or greater 
than that imposed upon hi^-quaUty products, the mil] value of 
the former is depressed disproportionately in comparison with its 
intrinsic value and its going price at the point of delivery. 

The economy of surfacing, finishing, and remanufacture in plan- 
ing mills, box factories, etc., is related directly to the uniformity in 
freight tari& on all mill products. Surfacing a thousand feet of 
lumber may reduce its weight as much as 700 pounds, at a cost of 
periiaps 60 cents. If no higher rate is paid on surfaced lumber, 
this obviously will be done at the shipping point to gain the ad- 
vantage of reduced weight, except in the case of short hauls, where 
t^e cost of surfacing would not be repaid by the reduction in the 
frei^t charge. Similarly the present method of fixing tariffs en- 
courages the remanufactiu'e of lumber at the shipping point into 
boxes, doors, sash, and other products ready for final use, since the 
same rate is still obtained and a great saving in weight effected. In 
the class of boards, for example, from which clear cuttings are made 
for building doors, ^ere is usually a waste of 30 per cent, consisting 
of knots and other material not usable for this purpose. Freight 
on this waste is saved by manufacturing doors at the sawmill. 

From the standpoint of the public, as final a degree of manufac- 
ture as practicable "at the source" appears advantageous, since it 
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tends to reduce the retail price of timber products by eUmiuating 
freight on waste material. It aJso promotes close use at the sawmill 
of certain inferior grades of lumber, from which small clear cuttings 
can be made for working into doora and other planing-mill products. 
This might not be accomplished as dieaply or effectively were the 
remanufacturing processes moved to a considerable distance. 

The appHcation of the same r&te to a31 grades of rough and finished 
m\}] products also underUes the Bhipment of "mixed" carloads. 
A single car from the West Coast, for example, may thus contain 
rough dimension lumber, high-grade finishing stock, doora, and aash, 
a complete assortment to supply a small retail yard or construct a 
building. The advantage which can thus be taken of the much lower 
rates applicable to carload lots promotes economy in the distribu- 
tion of lumber and aids direct shipments from the mill to retailer or 
consumer. 

While the dasaificatiou of commodities is under the direction of 
the three general daasification committees, Itunber rates are actually 
fixed by the carriers individually or jointly through the agency of 
one of the freight tariff bureaus. The commodity rates on lumber 
range from a few cents to about 75 cents per 100 pounds, according 
to the distance hauled. Illustrative rates from several producing 
r^ons to large ODnsuming points are given in the Appendix and on 
the map (fig-7) facing page 49. I^ieir range, diversity, and complexity 
are enormous. "Local" rates are quoted on shipmente from one 
point to another on the same railroad; "joint" or "through" rates 
on traffi.c over two or more railroads; "combination" rates on traffic 
ooveiii^ two or more local rates; and "basing" rates on shipments 
to a terminus like New York, where a local rate to the point of des- 
tination is added. "Manufacturing in transit" rates are also in 
effect on some of t^e railroads, which permit the shipment of lumber 
or logs to a specified point where the material goes through some 
manufacturing or refining process before being sent on to destination. 
An additional charge is generally made to cover the expense of serv- 
ice to the railroad. Eeconsignment privileges are also allowed, 
where shipments are made to some point with the right of the ship- 
per to divert the car or cars before the or^;inal destination is reach^ 
Keconsigning of lumber has lai^ely built up the transit-car business. 
Another transit privilege is the stop-over arrangement by which 
loaded cars may be held in storage from a few days to one year, the 
time limit varying with different carriers. 

VOLUME MOVEMENT OF SOFTWOOD LUHBEB. 

The bulk of 1^ softwood lumber consumed in the Middle West 
comes mainly from four producing r^ons: (1) Southern yellow pine, 
from Alabama, Georgia, Mississippi, Louisiana, Texas, Arkansas, 
Oklahoma, and Missouri; (2) hmnlock and northern pine, from 
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.orthem Michigan, Wisconsin, and Minnesota; (3) Douglas fir, from 
restem Or^;on and Washington; and (4) western pine, from eastern 
^■^-^..^^r^oQ, Idaho, and western Montana. 

The general location of these producing centers in relation to the 
^^^^Central States and the movement of the different species of lumber 
^S^into this territory are diowu graphically in figure 7 and specificaJly 
^S^ in Table 8, given below. The map is based upon reports from 
^C^ 869 retail yards throughout the r^on, and applies only to lumber 
^^^^ constmied in the retail trade. It therrfore represents in a broad 
way the relative volume of retail lumber consumption of the various 
species, and at the same time graphically indicates the competition 
of different woods. In this map the radiating lines have ho applies^ 
tion outside the States of Indiana, Illinois, Wisconsin, Minnesota, 
the Dakotas, Iowa, Nebraska, Missouri, Kansas, and Oklahoma, 

The country-wide distribution of the more important species of soft- 
wood lumber is indicated in Table 22 in the Appendix. 

—^ Table 8,— Esfimote, 6y SlaUt and apeetes, of lumber told through retail yards in the 
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Note, — The above eatimatee ol the amoimtB of various kinds of wood coDsulned 
through the i^tatl trade were compiled by applying to the total retail coneumption 
in each State the average percentage of different epeciee sold, as reported by the 
dealers throughout the several States. This information was not obtiuned from 
dealers in Illinois, and the figures given for that State are based upon the relative 
percentages reported frran Indiana. This estimate is thought to be close, with the 
exception that hemlock is probably one of the first 10 species in Illinois. 

It Bhould be borne in mind that tbe consumption of different 
species in many localities is often subject to radical changes within 
a comparatiyely short time. By reference to the map it will be 
noted that the species consumed in the greatest volume in this 
territory are southern pine and Douglas fir, the former being pre- 
dominant in the southern portion of the region, while the latter holds 
the markets of the prairie States. The region in which these two 
species come into greatest competition is in Nebraska, Iowa, and 
western Kansas. This is due largely to the fact that freight rates on 
the two woods are more nearly equalized in those States. Marked 
chaugee in the price of either species have a direct effect upon the 
volume consumed locally; and the species which can be obtained at 
the lower price ordinarily dominates the market. 

The two principal factors in determining the volume movement 
of lumber from the different producing regions are (i) transportation 
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costa and (2) the fluctuating competitive struggle of the regions with 
each other for the market. These two factors are closely related, and 
both are subject within certain limite to the forces of supply and 
demand. This is particularly true of the common grad^ which form 
the bulk of the lumber consumed and therefore dominate the retail 
XDarkets. Geographically, the competition of species, as is readily 
apparent from the map, can be measured broadly by the relative 
volume of limiber production. Southern pine and Douglas fir are 
produced in the greatest quantities aud radiate farthest from their 
centers of production in search of markets, despite the fact that 
they are not as favorably situated in regard to freight rates as north- 
em pine and hemlock. The combined production of the latter is 
only 12J per cent of the aggregate production of southern pine and 
Douglas fir. 

As the total production of southern pine increases, for example, 
or BB the mills become overstocked, the territory into which southern 
pine lumber moves in predominating volume widens.- In order to 
move the lumber at the mills lower prices are made in competition 
with the species which hold the more distant markets. As mill 
stocks approach normal, this movement gradually contracts geo- 
graphically to the territory in which southern pine mills are able to 
market their lumber under more favorable freight rates and less keen 
competition with other species. 

In the higher grades of lumber, and to a lesser extent in the com- 
mon grades, a third factor exerts a considerable influence, namely, 
the adaptability of certain species and grades to special uses and the 
demand for them by the consumer regardless of differences in price. 
In such cases the effect of transportation cost on distribution is not 
so marked. 

It will be clear, therefore, that while transportation exerts a very 
great influence on the volume movement of the different species 
geographically, it does not establish fixed lines. This movement is 
subject within certain ranges to the changes and shifts wrought by 
competitive forces. 

the cost of uah. tbanspobtation. 
Vahiabilitt op Teanspobtation Costs. 

The transportation cost in lumber distribution is subject to wide 
variations. It is never fixed or uniform. It ia therefore impossible 
to arrive at an exact average cost of transportation for any species 
or consuming territory. Transportation charges vary directly with 
the freight rate in effect from the mill to the consuming point, with 
the weight of the lumber, and with the manner in which it is shipped. 
The rates on less than carloads are much higher. Consequently, the 
amoimt of lumber so shipped is relatively small and restricted in so 
far as possible to emergency and special needs. 
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Minimum weights are specified by the railroads to which cars must 
be loaded in order to take the rates applying to carload lots. This 
minimnm weight depends upon the prescribed capacity of the car 
in which the hunber is shipped. The actual amoimt loaded depends 
upon the size of tbe car, the kind of material, and the car capacity. 
As long as the load equab the minimum weight prescribed or the car 
is loaded to visible capacity, the rate per 100 poimda remains the 
same whether the car contains 15,000 or 25,000 feet. The average 
contents of cars shipped from the South as noted from shipments 
examined in the course of this study ranged aroimd 18,000 feet, 
while shipments from the West contained from 25,000 to 30,000 feet 
per car. 

Ftoto. ihe many thousand lumber tariffs between producing r^ons 
and the Central States, a few representative points have been se- 
lected to show, without a confusing mass of figures, the relative 
transportation costs incurred bj diSereut species. For this purpose 
Chicago, Kansas City, Minneapolis, and Alliance, Nebr., have been 
selected. Figure 7a shows graphically the location of these points in 
relatioa to the producing regions, the freight rates applying to them, 
and the approximate hauling distance in miles. The map brings out 
very dearfy the comparative advantages and disadvantages under 
which the different manufacturing r^oDS are placed, from a trans- 
portation standpoint, ia meeting competition upon a conunon price 
plane. This situation is illustrated further by figure 7&, which is 
based upon the established shipping weights of the different species. 
From this figure it will be noted that the rates on-tlie different s[»ecies 
are more nearly equal in Nebraska, where the distribution map 
refiects the most intensive competition, than in other States. 

In expressing the cost of transportation per thousand feet of 
lumber, another set of variables — tJie weight of the lumber — is in- 
troduced. In view of the fact that freight is based upon weight and 
not footage contents, it is obvious that any variation in weight 
directly affects the transportation cost per thousand feet of lumber. 
There is a wide variation in the weight of limiber per thousand feet, 
not only as between different species, grades, and sizes, but in lumber 
of the same species, grade, and size. This is due primarily to season- 
ing and dressing and to the quality of the timber in different sections 
of the same producing region. 

Green lumber weighs much more than that thoroughly seasoned, so 
that lumber shipped green from the saw incurs heavier transporta- 
tion costs than Uiat which is held at the mill until properiy dried. 
Lack of capital and facilities for seasoniog, particularly in the case of 
small mills, and the necessity of shipping green or partially seastmed 
stock to meet orders are responsible for the imposition of heavier 
freight chaises than necessary on a great deal of hnnber. The dif- 
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ference in freight between dry stock and partiaUy dry or green stock 
"would not, however, represent a net saving in cost to the coueumflr 
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were all stock thoroughly seasoned before shipment. Thb is because 
of the fact that seasoning adds to the cost of lumber by reason of 
additional handling and increased equipment or iurestment. 
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The vciriation in freight charges incurred by lumber of the same 
species, grade, and size is illustrated by the list of shipments given 
below, which shows the actual footage bought and freight paid on 
24-ceiit and 52-cent lumber rates. These figures are given as they 
were copied from the books of distributing companies. 

Tabls 9. — Freight paid an actual thipmait*. 
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In the few shipments listed it will be noted that there is a range 
between the maximmn and minimum freight charge of $2.73 in the 
case of 1 by 6 inch southern pine and of $1,69 in the case of 1 by 12 
inch western pine. The freight charges actually paid on 3,857,000 
feet of 1 by 6 inch No. 2 southern pine on a 24-cent rate aver- 
aged S5.64 'p^r thousand -feet; and on shipments of 3,900,706 feet 
of 1 by 12 inch No. 2 western pine on a 52-cent rate, $10.42 per 
thousand feet. These shipments were carload purchases by differ- 
ent companies covering a period of three and one-half years ending in 
the middle of 1916. Variations from these averages in the 30 ship- 
ments quoted ranged from 20 per cent above to 20 per cent below 
in the case of the aouthem pine and from 14 per cent above to 2 per 
cent below in the case of the western pine. The effect of such varia- 
tions upon mill prices is apparent. 

The fact that the railroad cost of transportation is based upon 
weight has contributed largely to the so-called "undersizing" of 
lumber at the mills, by which material is dressed to a size often 
considerably less than the full selling dimensions. For example, 
both southern yellow pine and Douglas fir 2 by 4 inches dimension 
is in standard practice dressed to If by 3f inches; 2 by 6 inches 
dimension is dressed to If by 5f inches. Inch boards of yrflow pine 
are dressed to ^ inch, while in the case of Douglas fir they are 
dressed to J inch. The standard size of western pine 2 by 4 inches 
dimension is If by 3f inches; of 2 by 6 inches dimension, If by 5} 
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indies; and of inch common lumber, j inch. This practice of dress- 
ing or sizing directly reduces the thousand feet weight of the lumher, 
because it is scaled and sold on the basis of full measure. Season- 
ing and sizing in order to reduce freight has in many instances 
been carried so far as seriously to injure the quality and strength 
of the lumber. 

There is naturally a variation in weight between different grades 
of the same species because of the factors already mentioned, but 
intensified by different degrees of seasoning, sizing, and quality 
required of the different grades. These requirements arise from the 
use to which the lumber is adapted. High-grade lumber is more 
carefully seasoned and manufactured and is freer from knots, which 
add to weight, than the lower grades; consequently its average 
weight per thousand feet and the freight charges incident to its 
^ transportation are less. The following figures compiled from the 
purchases of two retail companies in Kuisas City, Mo., will illustrate 
average differences in weight and transportation costs between 
different grades. The quantity, 5,250,000 feet, is not sufficient to 
reflect a broad average for these grades, and should not be so con- 
strued. The table further indicates the relative percentage which 
transportation costs bear to the delivered wholesale price of the 
classes of stock purchased by these companies during 1912, 1913, 
and 1914. 

Tablb 10.~^otithem yellow pine yard itock. 
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ESTUIATBD ShIPPINQ WbIOHTS. 

As a practical method of figuring deUvered prices, lumber manu- 
factin-ers use estimated weights for the various species and grades. 
These estimated weights are based on aver^es derived either from 
a great many shipments or from actual weight teats of the various 
grades. In figuring a dehvered price per thousand feet, the shipper 
computes the freight charges on the estimated weight, taking what- 
ever gain or loss may r^ult from differences between the estimated 
weight and the actual weight. Estimated weights are therefore 
sufficiently high to protect the shipper against consistent loss. In 
many cases, in fact, underweight is a profit definitely counted on by 
the shipper. Table 1 1 shows the estimated weights in common use by 
shippers. 



DISTBIBUnON OF SOFTWOOD LUMBHE. 
Table U,-^EiUmaUd vtighU in common we by ihipptr*. 





mud fiftTanmid itoek (diy). 


Spedw 


(Unob). 


(IlDOh). 


Common 
boudii. 


Dlmeiocni 


""saa"; 


9.900 


9,000 
2; MO 

9' 000 

9)000 








« 


















« 











Figure 76 shows the relative transportation charges per thousand 
feet based upon estimated shipping weights commonly used from 
central points in the producing regions to Chicago, Elansas City, and 
Minneapolis, and to AUiajice, Nebr. These diagrams bring out 
graphically the great variation in transportation costfi to which the 
species under discussion are subject in their distribution into the 
central territory. Most of the southern pine has until recently come 
into Chicago on a rate of either 24 or 26 cents per 100 pounds, and 
transportation on this species to Chicago has therefore been figured 
at an average of 25 cents per 100 pounds. A rate of 24 cents to 
Kansas City has been used, since the wholesale price at that point is 
figured from this rate although considerable material is shipped in at 
a lower cost. In these cases the difference between the lower rate 
and the 24-cent rate is a gain to the mill more fortunately situated. 
The case of Kansas City brings out the varying advantages which mills 
manufacturing the same species often have in point of transportation 
to a common market. 
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As illustrative of the varying proportion of freight costs per thou- 
sand feet on species carried in stock by retail yards in Kansas City, 
Table 13 is given: 
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These data are based upoa the actual costs paid in the purchases 
of two companies for three years and one company for nine months. 
The figures are of course dependent upon the assortment of stock 
carried of the different species, but they show approximately the avei^ 
age freight cost on current yard stocks in Kansas City. Approxi- 
mately 85 per cent of the stock is southern pine, which in this r^ou 
forms the bulk of the retail lumber trade. The stock of other species 
is lai^ely for special uses. For example, the oak and Douglas fir is 
mostly flooring, the cypress is largely finish, and the redwood is 
siding. The total amount of lumber upon which the figures are 
based is 17,694,447 board feet; and the average freight represents 
actual transportation costs to Kansas City, at which point the lumber 
was imloaded into retail yards and later distributed to consumers 
by team. 

iHcmENTAL Transportation Costs. 

In addition to the transportation cost as determined by the freight 
rate per lUO pounds, certain miscellaneous costs are often incident 
to railway transportation. Amofng these are such items as demiu'- 
rage, diversion, and reconsignment chaises. Demurrage is a charge 
imposed by the railroads upon cars which are held by the consignor 
or the consignee in excess of the time allowed. Diversion is a change 
of shipment in transit to a new destination before it reaches its 
original destination, while reconsignment is a reshipment after lum- 
ber has arrived at its original destination. The usual or customary 
demurrage charge is SI per car for every day the car is held in excess 
of the time allowed, which is commonly 48 hours from 7 o'clock on 
the morning following the receipt of the car. Rules governing de- 
murrf^e, however, vary as between different railroads and freight ■ 
association districts; and different regulations are often made by 
State railroad commissions for intrastate shipments. There is also 
mudl variation in the rules and regulations of the railroads regarding 
diversion and reconsignment privileges. For example, in some 
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instances the privileges are granted free, and in others a charge of 
$2 per car for diversion and S5 per car for reconsignment is made. 
Demurrage is incurred at the mills from lack of shipping facilitiflB 
and from delays in loading cars which r^ult from broken stocks or 
other conditions. In some instances milla consider it cheaper to 
pay demurrage on cars which are being loaded with special stock, 
on account of the saving in costs of handling. Demurrage charges 
are variable between mills and in different periods at the same mill 
but as a cost averaged against the total shipments constitute a very 
small charge per thousand feet. At the destination, demurrage re- 
sults from the failure of the consignee to unload the car promptly 
and, in the case of transit cars, from the failure or inability of the 
dealer to reconsign or to sell the contents of the car prior to the 
expiration of the free time period. The latter charge often amounta 
to a considerable cost against the lumber held. This is shown by 
the figures in Table 14, which were obtained from a railroad handling 
southern pine. 
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These figures represent shipments of lumber and other forest 
products. The average demurrage is computed on the basis that the 
averse contents of the cars were equivalent to 18,000 feet. A large 
portion of the cars were at East St. Louis, where they were received 
from southern connections and held for reconsigning instructions. 
Figures were also obtained from the same company for the same 
period covering cars of lumber and other forest products carried to 
Chicago for xmloading. These figures are used in Table 15: 

Table 15.- 
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llie significant feature of these figures is that during the period 
covered demuTTB^ accrued on 7J per cent of the cars deh-^pred by 
this company for unloading in Chicago. It should be noted that as 
an average charge against the total feetage of all cat^, demurrage is 
an almost negUgible amount. The direct effect of the chaise, how- 
ever, falls upon the lumber so held and ia felt in the influence of such 
lumber upon market price stability, 

The figures are not given as representing the average demurrage 
charges incidental to lumber transportation, but merely as an index 
to this cost in present distribution. It is one of the innumerable 
expense variables affecting price stability and uniformity. 

Other miscellaneous or incidental transportation costs result from 
damage to lumber in transit, which may be due to wrecks, the condi- 
tion of the railway equipment, etc'., from delays and misrouting of 
cars, and from the transfer of car contents and the mixing of the 
carload in transit. The latter is not uncommon in the case of mixed 
cars, and results from the lumber being insecurely loaded. The dif- 
ferent grades thereby become mixed and additional cost is involved 
in tmloading the car upon its arrival. The amount of loss and dam- 
age incurred in shipping lumber, as shown by the claims filed by 
shippers, is insignificant considering the total volume moved. 

Cabload and Less than Carload Shipments. 

Heferrace has been made to the fact that freight rates on less than 
carload shipments are much higher than those applying to carloads. 
This makes the shipping of lumber in less than carload lots direct 
from the mill to redistributing centers and consuming points imprac- 
ticable as a common practice, because of the increased transportation 
cost. While some lumber is shipped in less than carload lots, the 
practice is not general, particularly in softwoods, and is confined to 
special stock of which small amounts are necessarily carried in retail 
yards. This stock is usually obtained from the nearest wholesale 
yard, and retailers at the same point often club together to make 
up a carload order and obtain the lower freight rate. Catalogue 
houses likewise sell a small amount of lumber in less than carloads 
from concentration yards direct to consumer; but figures obtained 
from some of theee concerns indicate that such shipments form a 
small percentage of their total sales and are restricted largely to 
near-by points. Table 16 shows the difference in transportation cost 
per thousand feet between lumber shipped in carload and in, less than 
carload lots. Cairo, III, a gateway for southern lumber moving into 
the central territory, and Chicago, the main distributing point in the 
Middle West, have been used as points from which to figure the 
two sets of freight costs. The consuming points have been selected 
arbitrarily. 
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Tablk 16. — FrtigM rate* on lumber. 
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AVERAOE FrBIOHT CoBTS. 

Sufficient data have been given to reflect the great variability in 
the item of transportation in the final cost of lumber to the consumer 
Table 17 indicates the averse freight paid by lumber shipped from 
Idaho and Montana into the Central States during the year 1913. 

Tablb 17. — Freight eottt on lumber MhtpnunUfrom the Inland Empire. 
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Table 17 is based upon actual shipments to the different States 
and the actual mill prices received. The average freight is based 
upon the estimated weight of the assortment of stocks shipped to 
the different States and upon an estimated avert^e rate applying 
to the shipments into each State. These averages are, of course, 
based on varying stock assortments, weights, freight rates, etc., and 
can not be applied in determining transportation costs on specifio 
grades and sizes of himbw to particular points. 
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On the map (fig. 8) are shown eetimated freight costs in 1913 for 
two grades of Douglaa fir in relation to dehvered wholesale prices 
at representative consuming centers in the Middle West. These fig- 




ures can not be taken as reflecting averse freight coats borne by 
lumber generally. They are for relatively long shipments. Very 
comprehensive data indicating average freight charges on lumlKff 
Bxe contained in the Dablbere Exhibit Ko. 1 (Interstate Commerce 
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Commisdon docket No. 8131). The following figures, taken from 
this exhilut, are based on shjpmeote made by various manufactnreis 
in different producing r^ona during the months of January, May, 
and September, 1915: ' 



Tablk H.—LumberiMpmeTaibj/iH 
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The average percentage of freight chaise to invoice mill vdue, 26.9 
per cent, is probably lower than the tme average of all shipments 
from these regions. If the proportional cut of each r^on is taken 
into consideration, an average freight charge of from 33 to 35 per 
cent of the invoice price f . o. b. mill is obtained. In the same manner 
an average tonnage value f. o. b. mill of S14.65 may be obtained, 
from which it would follow that the average freight charge on lumber 
shipments by and large is approximately $6 per ton of 2,000 pounds. 
This is eqmvalent to approximately 26 per cent of the deUvered 
wholesale price. 

The Moore Exhibits Nos. 1 and 3, presented at the same hearing 
and containing a record of shipments from 27 lumber companies 
in the Southern Fine Association for 1914, show a percentage rela- 
tionship of freight chaiges to f . o. b. mill value of 42.22 per cent. 
This is equivalent to $5.65 per 1,000 feet, on the basis of the aver- 
age f. o. b. mill value of $13.38 shown by the exhibits, or 29 per cent 
of the dehvered price. 

In Table 1, page 29, the average freight shown on shipments of 
2,758,917,000 feet, principally southern yellow pine, is $6.78 per 
1,000 feet, or 28 per cent of the deUvered selling price in the 
Middle West. This is eqtiivalent to approximately 38 per cent 
of the f. o. b. mill value. Although the bulk of this lumber was sold 
in the Central States, it represents the sales of wholesalers at four 
large centers, and a certain p^centage of it was probably shipped 
outside of the region in question. 
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DISTBIBirnON OF THE DELIVERED WHOLESALE PRICE. 

Figure 9 shows graphically the average portions of the wholesale 
price taken by the different factors concerned in the distribution of 
the 2,758,917,000 feet of Imaber referred to in the precediiig para^ 
graph. 



wbotesaJe prke. 
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Via. tl.— Dlatrlbntton of who1«aaIe price, based on gsnerat sverage of 2,7SB,S11,CI0(> leet, prfaictpall; Boatbem 
yellow plna, sold by vbolesalera In Chicago, Kbhsbb City, Bt. Louis, and UlnoeapoUs duilDK period 
ll»3 to lfll5, IncliBlva. 

Figure 10 shows a similar distribution of the proportional gross 
costs on stock handled through several retail yards in Kansas City. 
The values are derived from Table 13, page 57. The figure shows 

Distribution of Distribation, 
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Flo. 10.— Dbtrlbntloni 
at three retail yards in 1 

pFioea nt lamber among 



prloe, based on wtioleaala purchaHB, 84 per cent sontliuii yellow pine, 
Causes City fTom Itna to 1814, Inclusive. Dlstiibutton of delivered wholesale 
mBuuEBCtoier, wbolesder, and railroad. 



the different elementa which make up the f, o. b. wholesale price to 
the dealers in Kansas City, which, it should be borne in mind,ia 
close to the yellow-pine producing region. To show with more 
specific accuracy the relative proportion of the actual wholesale price 
of lumber absorbed by freight, certain consuming points and specific 
grades have been selected (see Table 19). It should be borne in 
mind that these costs represent gross expenses and that thoy include 
in each instance all expenses and profits which go to make up the 
delivered wholesale price. 

In all of these graphic representations the cost of wholesaling is 
based on the average cost per cent shown by Table 1, evened off to 
the nearest 5 cents. Transportation costs are obtained from actual 
shipments and freights paid, except in figures 9 and 10, where they 
are based on estimated weights. Wholesale prices are taken from 
actual sal^; mill values are derived by deducting the average whole- 
saling and transportation costs from delivered wholesale prices. The 
mill value includes the charge for standing timber, the raw material. 
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■ Arerace dsUvcnd nholesals price, based on 1912, 1913, and IIU prion. 
WHOLESALE LUMBER PRICES. 

Wholesale prices of softwood Inmber In the Middle Wert ore snbject to freqaoit 
and wide flactnadoiis, portlcnkrly in the case of low grades necessuUr prodnced 
In the lieavieat volnme. These are saUect to keener competition than (he higher 
or special grades. The species also which are prodaced In relativelr small qnan- 
dtles and command special marfcets, like northern while pine, appear to flnctnate 
less in price than those manafoclnred In heavy Tolome like sonlhem yellow pln« 
and Dooglaa flr. 

Wholesale prices are sensitive both to conditions at the mills and Inmbw mar- 
kets and to general boslness movements. The extent of mill stodis and particn- 
larly the (endency toward overproduction exert an Important Influence, Periods 
of general bnsiness depression, snch as parts of 1914 and 1915, have witnessed the 
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greatest demonlizalioii of wholesale lumber prices and apparently the keeneat 
compeUUon in niarifeUiiK. 

Grade roanipnlations, wlieth«' to deceive the consumer or deaigned better to meet 
his needs, are often disturbing elements in price Btabilitf. The " ethical " blendii^ 
of grades and similar practices need to be more open in order that Uie trade maj 
not be misled as to (he qnaUly of the material sold. 

DEPINmON OF WHOLESALE PBICE. 

The wholesale market price of lumber may bo defined as the 
delivered price made to large consumers and retail dealers who buy 
more or less continuously in carload lots. This price is made op of 
the net amount received by the miU, the freight to the locality where 
delivered, and the gross wholesaling margin. It includes, therefore, 
aU costs and profits incident to manufacture, transportation, and 
wholesale merchandising. The relative portion^ of the wholesale 
price which these three transactions absorb have been shown speci- 
fically. The information presented in this section is designed to give 
an understanding of wholesale prices, their prevailing trend during 
the past three or four years, and the principal conditions other than 
costs which influence them. 

TBEND tS WHOLESALE FKICE8. 

Table 20 shows the grades and species upon which price data were 
obtained, together with the number of transactions upon which 
these prices are based. Carves showing the range and general trend 
of wholesale prices for specific grades of pine and fir are given in 
figures 11 to 1 7g» inclusive. 

In all cases the curves are based on monthly prices actually paid 
for lumber, as shown by invoices, purchases, or sales records. Thus 
they not only represent the trend in market fluctuation, but furnish 
a close index to the prevailing market price during the months and 
years given. List prices have not been used. The study has in- 
cluded only grades which are widely and continuously used in tlw 
retail and remanufacturing trade — such as the sash, door, and blind 
industry and box factories. In this connection, it must be borne 
in mind that a wholesale market price of lumber exists only in tables 
of averages struck from a number of sales. In interpreting the price 
data given in this report, tho reader is cautioned that the figures 
represent only averages of a number of actual sales, and not the 
average of all sales made in the market. A further qualification in 
this respect is that the prices were plotted in some instances by date 
of invoice rather than date of sale. Fluctuations in every instance 
thus may not be reflected precisely at the time they occur. They 
are shown, however, with sufficient accuracy to meet all practical 
purposes, as indicated by their close correlation with fluctuations in 
the f. o. b. mill prices. 
100705°— 17 S 
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Ti^i^ 20. — BaHt o/pHes ttatutici. 
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By reference to figure 23, page 82, the manner in which the c 
have been constructed will be clear. Each dot represents a specific 
wholesale purchase at the price and for the month shown. In most 
instances all purchases were taken, but this was not always possible. 
After these prices, taken from a number of different companies, were 
platted, curves were drawn to reflect the average of all data obtained 
on each grade item. It should be held in mind, therefore, that the 
prices in individual sales ranged above and below the curves, which 
represent the levels around which they centered during the period 
covered. These variations are discussed more fully on pages 81 
and 82. 
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Tjos. 11, lu, lib.— Coarse of wbotesa:* prioM, Chlcsgo, u reaecMd by cmreut sales. 
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Fioa. 12, iZb, 12b.— C«uis« ot wholesale pilces, Chicago, as leOecled by cunent sa 



DISTRIBUTION OP SOFTWOOD LUMBER, 



n-y./3 



S 



FiOS. 13, 13a, 13b,— Course of wboleiale prices, Chl<»ea, on three Itams of [actor; stock. Figure 13b shorn 
contract bnying In relation to prevailhig market trend. Circles represent ftctual prices at which two 
annitaj requlrementa. 
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Fna. 14, 14a, Itb^-Coime of wludesaie prtaB, Chlcieo, as rcOeoted b7 eucTent 9al«t. 
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S, IBs, 15b,— Course ot wholesale prices, Omaha, Nebr., B3 reflected by on 
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Floa. la, lea, ieb.—Coui3e o[ wholesale prices, Kuisas City, Uo., as refiecUd b; cv 
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CURRENT FLL'CTUATIOMS IN WHOLESALE PRICES. 

From a study of the foregoing curves it will be clear that other fac- 
tors in addition to the cost of production, transportation, and distri- 
bution exert a powerful influence upon the wholesale price of lumber. 
Variations in price do not always or proportionally indicate the exist- 
ence of competition. They may reflect other factors like Tolume of 
demand, financial depresaions, or war conditions even in industries 
where competition is more or less restricted. That there is at least 



icaud lTil.—C<Hine of wholesale prices, Kan.'ias City, Mo,, tia reflected by current sa 



a considerable degree of competition in the wholesale marketing of 
lumber, however, seems to be evident from the diagrams, particularly 
in the periodic fluctuations indicated by the curves and the range of 
fluctuations given in Table 21, 

Table 21 shows the highest and lowest of the average monthly 
prices on various grades of lumber upon which statistics were col- 
lected during 1912, 1913, and 1914, as well as the average price 
through the entire period. Attention is directed to the severe 
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fluctuations in the price of yellow pine and Douglas fir, with dif- 
ferences between the low and high prices of some grades of as much 
as $7 and $8 per thousand feet. Fluctuations are less in the case of 
western yellow pine. It will be noted in all cases that prices at the 
beginning of 1912 were low and that an upward trend be^nning after 
the first of the year culminated about the middle of 1913. Prices 
during the entire period were at their highest level in the last half 
of 1912 and the first half of 1913. 

Table 2\.—Maiimum mid minimum fj aytrngt monthly pricet during 1912, ISIS, and 



Minneapolis, Minn.— Donrtasflr- 
Na.Ioommoo.l XHuidlO.S. 



XSNn.aclBaran 
■a, Nehr.— Dm.sLn 
Qmman dlmi 



4 No. a clear a 



8 S. 23. o 



aOiUoo 



ChlcaKo basis 

1 X 12-18 DSel.s'.2S'.V.""!l.!" 

No. 4 hoirds A. W. and A. L., S. 23... 

No.aboardsi XIJ-19S.2S 

No.2sliopS;4»ndW4 

mkaro ba3S-3outhMn yellow pi 



: fi No. 2,' 



tBoorinK, OaltTain 

ilaDdan^Isnetii.. 
S.IE.. 



B and B Tellow pine, fli 






Dec. 


1914 


sl 


ill! 


>e«. 


ISU 
1911 


Nov 


914 


N-ov 


, 914 


Dec 


1914 



price. 






Price. 


price. 






















29.50 






J.54 






















2i.»9 


4.Si 


























IJ.33 


S.M 



priMB. 



IK. 60 

29! IS 

24.19 
21.03 
17.91 



Figure 18 compares the fluctuations in the average monthly price of 
several representative grades of yellow pine, Douglas fir, and western 
pine. The fluctuations in hme, steel beams, and wire nails have been 
included in this diagram for comparison. In order that the data may 
be comparable they have been plotted as percentages of the average 
f , o, b. miU or factory price. 

These figures show the severe fluctuations which occurred in 
Douglas fir and yeUow-pine grades of Xo. 1 Dimension, and the 
yeUow-pine grade of No. 2 Common boards. 

The data also afford an interesting comparison of the fluctuations 
existing in the Middle West in yellow pine and Douglas fir No. 1 
Dimension 2 by 4 inches — 16 feet. It will be not«d that the curves 
are very similar. Since these species are in direct competition in 
markets like Omaha, it is to bo expected that th^ prices should 
show the same trend, and that both should reflect severe fluctua- 
tions. These are due not only to the competition between manu^ 
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facturers of the same species, but particularly to the direct com- 
petition between the two woods. 

In the case of No. 2 Common boards of western and southern 
yellow pine, a wide difference in fluctuations is shown. While the 
general trend in price is the same, comparatively slight fluctuations 
affected western pine. This seems to indicate leas competition in 




species end \uiciU3 



marketing such material, which is not sold to a lai^e extent in the 
Middle West. In flgure 20 a comparison of the fluctuations in the 
price of this grade with those in the price of western pine No, 2 shop 
is given. Somewhat severer fluctuations appear in the latter grade, 
which comes into direct competition with B and Better southern 
pine finish in Middle Western markets, large quantities of both being 
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used in the manufacture uf sasli, doors, blinds, etc. By reference to 
TalJo 21 it will bo noied that the range of fluctuations on these two 
grRdfl)4 (bifing the porio<i is greater in the case of southern pine. The 
«x]daiiiilioii appeai-s to be that western pine manufacturers, as a gen- 
eral ruJo. have beeit able to hold stocks of their material at the mills 
during porioda of dopression, soiling when better price conditions 
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obtained, and have not been forced to throw their lumber on the 
market regardless of price conditions to the same extent as southern 
yellow pine and Douglas fir milk 

DiiToreQces in the range of fluctuations are likewise marked 
between grades of the same specie. This is shown by figure 19, in 
which the percentage fluctuation of three grades of Douglas fir have 
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been plotted from Omaha prices. In figure 21 similar price fluctua- 
tions at Chicago are shown for five grades of southern pine. In all 
cases it will be seen that the greatest fluctuations have occurred in 
the lower grades of lumber, which constitute the larger part of the 
output of the miVift and consequently are subject to much severer 
competition in marketing than is the case with the higher grades. 
This conclusion is substantiated by the comparison of mean fluctua- 
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Tio. 21.— Compaiison of yellow pine BactuatloiiB. 

tions of different grades upon which wholesale prices were obtained, 
shown in figure 21o. 

To make a comparison of the conditions existing in different 
markets, fluctuations in the price of the same grade of Douglas fir 
at Minneapolis and Omaha have been plotted. (See fig. 22.) This 
comparison shows httle difference in the conditions existing at these 
two centers. There was severe fluctuation in both cases, and local 
conditions seem to have had very little effect. This is borne out 
by a comparison of the actual prices of various grades of yellow pine 
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at Chicago and Kansas City. The data are comparable, since Chicago 
is on a 24 and 26 cent lumber freight rate, while moat yellow-pine 
lumber is shipped into Kansas Gty on a 24-cent rate. The currea 
are very similar and show the aame general tendency with only 
slight differences, 



Reference has already been made to the fact that the price curves 
are based on the monthly average of a number of sales and do not 
reflect exa«tly the variations in the same wholesale market. This is 
best shown by plotting individual sale prices taken from the records 
of the companies. Variations are thus brought out in figure 23, giv- 
100705=— 17 6 
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ing actaal prices at which stim of \o. 2 Common boards 1x6 of 
southern yellow pine were made in the Chicago market. In figure 24 
the same thing is shown on a percentage baais for N^o. 1 Common 
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dimension 2x4 — 16 Douglas fir in the Omaha market. These two 
figures are significant in indicating the shght extent to which the 
grade price of lumber in the markets investigated followed a fixed or 
uniform line. 
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This situation may be 
attributed to a number of 
factors, among which are 
competition in one form or 
another, wide variations in 
the quality of material 
faUing within the same 
grade as influenced by dif- 
ferent mill policies and 
graders, the financial re- 
Bpon^bihty of the buyer, 
the disoi^anized and di- 
versified methods of 
wholesale merchandising, 
and the manipulation of 
grades. The price of lum- 
ber, like that of any other 
commodity, is what can 
be obtained for it. Tend- 
encies toward irr^ular 
prices would be expected 
to become apparent at 
once in the case of a prod- 
uct whose quality value is 
classifietl in broad grades 
largely by personal judg- 
ment and arbitrary rules, 
and which is sold, in com- 
petition with itself and 
other building materials 
under different standards 
of use, by merchants com- 
peting under diffwent 
methods of selling and un- 
der different moral, tech- 
nical, and financial obliga- 
tions. 

Various Asfbcts or Cokpeti- 

Practically all forms of 
competition are reflect^ 
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daily or weekly lumber markets of large cities this force is con- 
stantly influencing prices not only through the varying outputs, 
policies, financial condition, and costs of production at good and poor 
miUs, but aJso through the requirements of consumers, the use to 
which lumber is put, and the varying advantages in freight rates. 
For example, some mills muntain high standards of manufacture 
and grading but endeavor to obtain a better price than other mills 
whose standards are low and which follow a poUcy of loose gradii^. 
Again, mills or wholraalers knowing the requirements of a buyer will 
fix a price on a given grade or grades commensurate with the quality 
desired. Different prices on the same grade of material are often 
made to different purchasers, depending upon their financial rating, 
their reputation for prompt or slow pay, the size of the order, the 
buying specifications, and the strictness of purchasers' inspections. 
The nature of the order itself influences price. Many mills, particu- 
larly in the South, charge 50 cents per thousand feet more on mixed 
than on straight cars, because of the increased cost of loading the 
former. Again, the stocks on hand at the mills exert stroi^ pressure 
upon price. When stocks of a given grade are low, the mill ordinarily 
holds for a higher price than if its stocks are heavy. 

The methods of buying affect current sale prices indirectly through 
competition, as is illustrated by the following comparison of buying 
methods. A railroad, after an investigation of market conditions, 
places an order for a given grade of lumber with a mill or a wholesale 
company which it knows from experience will furnish a good quality 
of material. A second railroad at the same time advertises for bids 
on a similar grade of material and is quoted prices by a great number 
of selleis — commission men, wholesalers, mill agencies, etc. These 
men represent lumber varying in quality and standards of manu- 
facture in the same grade. They hkewise represent varyii^ fiiiaDcia] 
conditions, at the mills or within their own oi^anizations, which at 
that particular time may be exertii^ strong influences upon the price 
quoted. Consequently in the bids submitted there may be a varia- 
tion of several dollais per thousand feet. If the purchaser accepts 
the lowest bid, the price may be considerably less than that paid by 
the railroad first mentioned. 

The purchaser in this case may receive lumber scaling to grade, 
but if the price quoted is exceedin^y low he is likely to receive lum- 
ber corresp»-.ndingly poor in quality. The latter may be a Ic^timate 
transaction if the purchaser knov^ what he is getting and the mate- 
rial is suitable for his purposes. There may, however, have been a 
blenthng of grades and misrepresentation of the quality of the stock 
offered. 

Funhemiore, tiansactions of this nature oft«n contain elonents 
of uufajiuec^ fn^m a sake standpoint, in that different biddeis may 
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quote prices for the grade called for upon different standards. Grade 
manipulation may thus tend to offset competition in price, because 
the material offered under the same specifications but at different 
prices may not in fact be the same. 

Cooperative Actititibs. 

Numerous cooperative activities on the part of lumber manufac- 
turers, like the organized collection and interchange of mill prices and 
the pubhcation of association price lists and discount sheets, have 
tended to check competitive fluctuations in the wholesale market. 
The same is true of various informal local agreements and other 
attempts to maintain imiform prices. The effect of such forms of 
cooperation among lumber producers has been exceedingly variable 
both in different regions and at different times. It has depended 
upon the number and financial strength of the plants concerned, the 
quality and volume of their output, the pressure of timberland 
investments to increase miU capacity or maintain continuous pro- 
duction, the manufactiu-ing conditions to be met, like the necessity 
for prompt shipment of some species and grades of lumber, and the 
condition of the market. Cooperation has usually been more effeo- 
■ tive when the demand for lumber is strong and prices are rising, and 
has largely been ineffective when opposite conditions prevail, AH 
told, it has had but a relatively unimportant and localized effect in- 
decking the competitive forces in the trade. 

Grade Mabipuiation. 

The extent to which dishonest and deceptive methods in the form 
of grade manipulation or substitution, the raising of invoices, and 
similar transactions are practiced in the wholesale merchandising of 
softwood lumber in the Central States is impossible to determine 
without an exhaustive investigation of the entire field. Of the total 
volume of liunber sold daily in the different markets, a relatively 
small portion is probably subject to such practices, although it is 
generally admitted that a great volume of lumber goes through a 
so-called "ethical" blending of grades. This arises from a common 
custom of dealers to furnish material regarded as conunensurate in 
price and quality with the purposes for which it is to be used, ^though 
not always conforming with the grades specified by the buyer. Suffi- 
cient specific data were obtained, however, to indicate that dishonest 
practices are much more common than should be the case. 

It is undoubtedly true that many instances in which grade substi- 
tution is chained are not due to dishonesty on the part of the sellers, 
but to inherent conditions peculiar to lumber as a marketable product, 
such as errors in grading, latitude in the description of grades, changes 
in the quahty of stock in transit, customs on the part of the seller in 
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endeavormg to furnish the cuBtomer with lumber suitable for the 
purposee required, etc. Buyers who purciiase through reputable 
concerns or who are familiar with grades and inspect shipments prior 
to acceptance ordinarily have little trouble in obtaining the quality 
of material desired. 

Inquiries regarding grade manipulation were sent to a number of 
wood-using factories manufacturing sash, doors, blinds, and boxes. 
Of 89 rephes, 83 reported that lees than 10 per cent of their matmal 
was below grade; one reported 20 per cent and another 5 to 25 per 
cent as off grade; and the remaining four report«d th^ purchases up 
to grade or above grade. Remanufacturers are, as a rule, sharp 
buyers, insisting upon certain specifications and inspecting their 
lumber closely. Once their requirements and policy are known, 
they apparently experience little difhculty. Where, however, a 
wholesale buyer purchases primarily for price, or where he is not 
strict as to quaUty or inspection — ^if he inspects at all — grade m^- 
pulation is more apt to occur. In fact, conditions in the Itmibw 
merchandi^ng business, ariang from ignorance of grades on the 
part of many buyers, from loose buying and selling methods, from 
lack of professional reaponaibility- imposed upon sellers, frMn the 
failure of mills to adhere closely to grading standards, and from the 
ease with which grades can be manipulated, are such as to encourage 
sharp practices. In practically all the large centers studied reliable 
dealers admitted that these methods were employed to a greatw 
or leas extent by unscrupulous dealers whose competition it is difficult 
to meet. Grade manipulation takes many different forms, some of 
the more common being illustrated by the following examples, which 
are actual cases met in the course of the study. 

Recently one of the large railway systems in the Middle West was 
quoted prices by s number of wholesalers on several cars of yellow 
pine No. 1 Common, car stock, and accepted an unusually low bid 
of $17 per thousand feet. When the material was received an official 
association inspection showed the shipment to contain 86,868 feet of 
No. 1 Common and 46,698 feet of No. 2 Common. In other words, 
35 per cent of the shipment was off grade. The purchaser was 
allowed S93 in settlement of the claim. This was an instance where 
tie seller, by mixing grades, had been able to quote a low price for 
No. 1 Common and thus obtain the business. 

A mill in the West sold to a wholesale and commission lumb^ 
dealer a car of west^n pine shop invoiced as follows : 

No. lShop82S 5, 398 feet, St $28. 10 per M J1&1.68 

No,2ShopS2S 14,931feet,at 20.10perM 300.11 

No.3ShopS2S 2,073feet,at U.lOperM 29.23 
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The above are prices f. o. b. mill. The car was reshipped by the 
wholesaler to a local poiot in Wisconsin, invoiced as follows: 

Ho. 16aiopS28 7,398(eet 

No.2£9iopS2S 12,931 feet 

No. 3ShopS2S 2,073 feet 

By arbitrarily changing the invoice and increasing the highest 
grade 2,000 feet, the wholesaler added $16, or the equivalent of 7i 
cents per thousand, to the mill value of the material. 

A dealer in one of the lai^e middle western cities regularly supplied 
a local wagon company with its lumber at prices upon which he 
made a reasonable profit, furnishing good quality of the grades 
required. Upon a recent order for a carload of yellow pine C floor- 
ing for wagon bottoms, tbe company was quoted a price of $23.73 
per thousand feet by a competing dealer. This represented the cost 
price of material of the quality furnished by the first dealer; but despite 
this fact the first dealer agreed to meet the price. This he did by 
shipping a car containing 10,000 feet of C flooring, costing $23.75 
per thousand, and 12,000 feet of D flooring, costing $20.75 per thou- 
sand, thereby making a profit of $3 per thousand on the D stock, or 
the equivalent of $1.63 per thousand feet on the entire order. This 
case well illustrates the effect of practices of this nature upon the pur- 
chaser, upon the trade, and upon the market price of a given grade, 
it being borne in mind that the entire shipment was sold to the com- 
pany as C flooring. 

A retailer in a small town in the Southwest ordered from a whole- 
saler a car of No, 1 Common Dimension 2X4 S. and K- yellow pine. 
Tbs wholesaler included in the shipment several thousand feet of 
No. 2 Dimension, but invoiced and priced the material correctly 
as to the amounts of both grades. Upon receipt of the car at the 
retailer's yard the entire feebage was put in the No. 1 Dimension 
pile. The retailer did not know that a certain percentage was No. 
2 Dimension until he subsequently examined the invoice. Never- 
theless, the entire amount was sold from the retail yard as No. 1 
Dimension at the No. 1 price. 

A mill in the South obtained an order from a railroad for several 
hundred thousand feet of B and Better car siding, but did not have 
the material in stock. Being pressed for shipment before the lumb^ 
could be manufactured, the mill shipped the entire order in grade . 
No. 1 Common, receiving the B and Better price. The material 
passed through the railroad shops without detection or complaint. 

A catalogue house in the Middle West recently sold two house bills 
to purchasers in Ohio. The invoice in one case showed the bill to 
include 6,646 feet of No. 1 Common yellow pine, but an inspection of 
the material upon delivery showed this material to grade 52 per cent 
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No. 2 Common. In the other instance 10,443 feet were invoiced as 
No. 1 Common and the inspection upon dehvery showed 21 per cent 
to be of No. 2 grade and 2 per cent to be of No. 3 grade. 

Within the past year a city of the first class purchased (fver 
1,101,000 feet of southern pine for construction work, the contract 
specifying No. 1 Common loi^leaf. The material was purchased 
through competitive bidding from a local wholesaler who placed the 
order with a wholesale lumber firm in the South. The difference 
between the total price bid hy the lowest and successful bidder and 
the highest bidder was $4,346, or an average of $1.22 per thousand 
feet on all items. The largest single item was 144,000 feet, upon 
which the difference was $3.50 per thousand feet. Upon delivery, 
319,667 feet were found to be loblolly and shortleaf pine instead of 
the longleaf specified, and an additional 46,684 feet was, owing to 
defect. No. 2 Common. In short, 33 per cent failed to meet the 
specifications under which the lumber was sold. In settlement of 
the claim, the seller accepted a reduction of 50 cents per thousand on 
the material which was not longleaf pine and $2.50 per thousand on 
the material which was below grade, the total reduction amounting 
to $275.71. The material was accepted by the city upon this settle- 
ment. In his report upon the case the commissioner of pubfic 
works stated: 

I have learned that the city of ie not alone ir 

pine lumber under longleaf yellow pine eipecificatione 
all over the country. 

Entirely aside from the responsibiUty for this substitution and the 
technical question as to whether the material furnished was suitable 
for the purposes for which it was ordered, the case illustrates a prac- 
tice which is more or less common among some lumbermen under 
competitive stress to ignore the buyer's specification for longleaf pine 
and bid upon the basis of supplying shortleaf and loblolly in whole 
or in part. From a merchandising standpoint it is not a desirable 
situation, a fact recognized by southern pine Ixunbermen, who are 
seeking to eliminate the practice by adopting more definite and 
reliable specifications for structural timbers. 

These practices serve not only to cheat the consumer but to disrupt 
the m^ket locally by estabUshing a fictitiously low price for the 
. grade which has been manipulated. Furthermore, their very 
existence, whether to a great . or small extent, in any particular 
market center, reacts upon the lumber-selling profession and upon 
the entire industry indirectly hy developing lack of confidence in 
lumber on the part of the public. The elimination of these practices 
is essentially a problem for the industry itself. In the competition 
of the future it seems certain that unless lumber can be obtained 
with as definite assurance of quality as competing material, it will 
be under a great handicap in the merchandising field. 
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It has been the experience of those engaged m the trade that 
competition is keenest during periods of quiet demand and business 
depression, when both the volume and number of purchases fall off 
and stocks accumulate at the mills. It wiU be noted that during 1912 
and the first six months of 1913, a period of 18 months, the fluctua- 
tions in wholesale prices in all cases were much more extreme and 
the general price level was much higher than during the subsequent 
period. Following June, 1913, the curves show that Ei rapid decline 
in wholesale prices set in, reaching its lowest point either during 
the last months of 1914 or the early months of 1915. Attention is 
called to the sudden declme in prices shown by practically all of 
the curves during the period immediately following August, 1914, 
the month in which war was declared abroad. 

Most of the curves show a shght strengthening of the market 
during the early spring months of 1915, but there was practically 
no improvement in price conditions until the fall of 1915. Then a 
rapid rise occurred in the wholesale price of lumber, southern yellow 
pine increasing $3 to $5 per thousand feet and Douglas fir $2 to $3 
per thousand feet. This in turn was followed by a downward reac- 
tion during the summer of 1916 and a strengthening of prices in 
the fall of that year. These changes in price are not shown by the 
curves, since the collection of data in the field terminated before 
they took place. 

Assuming that competitive tendencies in point of number of 
dealers or marketing organizations remained practically the same 
during the period, it is clear that other conditions, external or internal, 
exerted tremendous periodic pressure upon wholesale market prices. 
A comparison of the trend of lumber prices with those of other 
products, given graphically in figure 18, shows similar fluctuations 
and establishes the fact that liunber prices in general are no different 
from those of other commodities in being subject to general business 
conditions throughout the country. Lumber is second only to steel 
in its response to changes in general business conditions. In short, 
the extreme fluctuations between 1912 and 1914 reflect clearly the 
effect of overproduction arising in part from general business and 
industrial depression. 

This is shown even more specifically by figure 25, which gives the 
average monthly difference between the total production and ship- 
ments, in millions of feet, from January 1, 1912, to the end of Sep- 
tember, 1915. The heavy curve directly reflects the stocks on hand 
during various periods of the years 1912, 1913, 1914, and 1915. 
The curve is based on monthly reports received by the National 
Lumber Manufacturers' Association from 450 to 807 representative 
mills operating throughout the country, and may therefore be taken 
as a fairly accurate index of existing conditions. Beginning with 
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1012, shipments began to exceed production and continued to do so 
until July, 1913, when a period during which production exceeded 
shipments began. Maximum stocks on hand are shown in the fall 
of 1914. The course of wholesale prices for several grades at three 
large consuming centers during the same period have been plotted 
in relation to this curve and show very strikingly the extent to which 
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the price fluctuations conform to changing conditions in supply and 
demand. The direct influence which stocks on hand exert upon 
wholesale lumber prices is at once apparent. During periods of 
depression lumber stocks accumulate at the mills and prices are 
reduced by many milk in order to move the itams of stock which 
are accumulating in the greatest volume. 
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This preasure naturallj forces or holds down wholesale prices until 
increased demands or reduced supplies release the pressure tLod prices I 
are named oq the basis of diminishing instead of accumulating stocks. ! 
It is tmdoubtedly true tjiat the amount of stock on hand at the miUa 
at the time sharp increases in demand occur largely determines the ; 
rapidity with which wholesale prices riae. 

The Influence o? Overpboduction. 
The accumulation of stocks at certain periods, which is common in I 
many industries, has been accentuated in the case of lumber by the ; 
well-nigh chronic overproduction of the most widely-used grades and j 
species, which has been apparent since 1907. Many factors underhe 
this condition, including an excess of sawmill capacity, the pressure ! 
of timberlaud investments, and tbe exteaisive indebtedness of the \ 
industry. It has tended to depress lumber prices over considerable ' 
periods as compared with other commodities, and to make periods of , 
rising prices when demands exceed the available supply compara- | 
tively sbortand infrequent. 

SUMMARY OF PRINCIPAL CONCLUSIONS. 

Wholesaling is an essential process in lumber distribution. The! 
marketing of the output of the many thousand mills throughout the 
country presents problems equally important with those of manufao : 
turing. Whether the selling function is performed by men employed : 
directly by the manufacturers or by the independent wholesalers, ' 
public benefits and pubhc approval will ultimately be measured by 
the abihty of the industry as a whole to make the process ^ficient and 
economical, to reduce sharp practices to a minimum, and to insure 
service and quality of material to the buyer. Both types of oi^ani- 
zation possess special advantages in serving the public. At present 
only comparatively large and strong mills are able ,to maintain their 
own wholesaling oi^anizations. Smaller mills, which greatly pre- 
dominate in number, are largely dep^ident upon the middlemen for 
the disposal of a great part of their output, and in many instances for 
financial assistance. 

During the past 15 y^ra there has been a marked increase in the 
number of wholesalers, including jobbers, brokers, commission men, 
and mill salesmai. This increase has outstripped the increase in tha 
consumption of lumber, and has undoubtedly resulted in increasing 
the average cost of wholesaling a thousand feet. This is dne to the 
reduction in the average volume of business transacted by selling or- 
ganizations and the added service furnished to their patrons. Out of 
these conditions has grown aggressive opposition on the part of many 
lai^e mills to the independent wholesaler, more especially the com- 
mission man and broker. The past 5 or 10 years has been charac- < 
terized by an increasing tendency on the part of wholesale consumers 
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and retail dealers to buy directly from the lumber manufacturer. This 
movement seems attributable in part to the failure of the independent 
wholesaler in many instances to satisfy the consumer's needs aa fuUy 
as he might. The practices of irresponsible wholesalers have also 
apparently reacted upon wholesalers generally. 

Conditions in wholesale lumber merchandising easily permit sharp 
practices, because of ignorance of grades on the part of many buyers, 
loose buying and selling methods which have grown up with the trade, 
and a lack of business responsibihty. The latter is not recognized . 
by many sellers and has not been effectively imposed upon the seller 
by the industry. This condition has been accentuated by the failure 
of the mills in a great many instances to adhere closely to grading 
standards and by the ease with which grades can be manipulated. 
While but a relatively small proportion of the total amount of lumber 
marketed is subject to dishonest and deceptive selling practices, these 
practices nevertheless exist. They tend not only to cheat the con- 
sumer, but to disrupt the market by estabUshing fictitious grade 
prices. Furthermore, their existence reacts upon the entire industry 
by weakening confidence in its products. 

The cost which the wholesaling process places upon a thousand 
feet of lumber is subject to wide variation, due to the many different 
types of organizations engaged in the trade, the different methods 
employed, the extent of the service rendered, the kind and amount 
of lumber sold, and the kind of trade sought. For these reasons the 
selling costs of different companies frequently are not comparable. 
An apparently high selling cost does not necessarily mean lack of 
efficiency, since the type of business transacted may return corre- 
spondingly high prices. Average costs of wholesaling can, therrfore, 
be indicated only very broadly. Figures obtained from wholesaJe 
concerns located in the larger cities of the Middle West shoT7 an 
average gross spread for seUing of around $1 per thousand feet, of 
which 75 to 80 cents represents operating expenses and 25 to 30 
cents profit. These concerns maintain offices and salesmen, with the 
necessary office force. They include independent wholesalers aa 
well as wholesalers with direct mill connections. Their businesses 
consist merely of selling the lumber for the "'ill" and not of handling 
it through wholesale yards. Figures obtained from large mills 
selling aU or a portion of their output through travehng salesmen 
indicate an average seHing charge falling between 55 and 75 cents 
per thousand feet. These are actual operating costs and do not 
include profits on selling. 

Of the delivered wholesale price of lumber, the figures obtained 
indicate that the manufacturer takes an average of from 50 to 75 
per cent, the wholesaler from 2 to 5 per cent, and the railroads from 
25 to 35 per cent. The amounts taken by the different factors in 
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distribution, however, are subject to extreme fluctuations in indi- 
vidual sales or shipments, and this range of percentages holds only 
as a very broad average. 

The data obtained unquestionably reflect competition in the 
wholesale merchandising of lumber. Wholesale prices at the large 
market centers studied fluctuate closely in conformity with mill 
prices. Low grades of lumber which move in the largest volume 
exhibit the most extreme fluctuations and reflect the greatest com- 
petition. Wholesale prices for speciflc grades and sizes of lumber 
cover a wide mai^in in the current market and are conspicuous by 
the absence of imiform and standard rates, especially during a de- 
clining market or periods of general trade depression. This lack of 
uniform prices is due to competition, combined with many peculiar 
industrial factors influencing lumber sales and grade standards and 
with the general business and financial conditions which affect the 
demand for lumber and its products. 

Greater stabihty in current wholesale prices can undoubtedly be 
brought about by more uniform and scientific accounting and by 
more open trade practices which would permit more intelUgent 
competition, in which the trade is not misled as to the quality or 
grade standards of the material sold. When the mixing of grades is 
required to meet a consumer's needs, it should be accomplished in a 
manner which will not obhtorate grade standards and put confusion 
and uncertainty into grade prices. Deceptive grade manipulation 
should be eliminated. 



Table 22. — IHitribiUion of priTidpal toflvjoods. 
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Table 22. ^Di»lribution of principal taf tuooda—CoTitiaueA. 
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Table 23. — Ilhulrative freight rata in cenU per 100 pounds. 
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POBUCATIONS ON THE LUMBER INDUSTRY. 

A Btudy of cooditione in the lumber indusby wsta conducted by the Foieet So^ce 
of the Umted States Department of Agriculture, in coopnation with the Bureau of 
CorporationB imd the Federal Trade Commissioa, daring 1914 and 1915. Its object 
was to obtaiii and place before the public in a constructive way the eaeential bets 
rtgarding this induetry and their bearing upon forest conservation. Ab part of the 
cooperative plan an investigation of the export lumber trade was undertaken by the 
Bureau of F<seign and Domestic Commerce. 

The following are bulletins on the lumber industry which the Department of Agri- 
culture plans to publish: 

Some Public and Economic Aspecte of the Lumber Industry. By William B. 
Greeley, Assistant Forester. 

A somniai? ol tlie stndy, ooapllad lart»I; ttoa data oMalned b; the aaUiois at the more detailed 
ivports deallDg with psrilcnlarraglrauor pluses oltbe lumber IndnBtry. 
Forcslry and the Lumber Indusby. By Henry S. Graves, Forester. 

'A r^HDmJ of the practice d forestry In tbc United Btat«s; the mef bods Ot forestry ftppUcsble under 

Tarying econooilc and industitol ocBdltltiie; the pabllc aspects of prlTBt« lorestry; and the place id 

KnEtry In the hunber industry. 
Timber Ownership and Lumber Production in the Southern Pine Region. By C. 

Stowell Smith, formerly Asaistant Dietrict Forester. 
Timber Ownerehip and Lumber Production in the Douglas Fir Region. By Austin 

Cary, Loggii^ Engineer. 
Timber Ownership and Lumber Production in the Inland Empire. By David T. 

Mason, Professor of Foreetry at the University of California, formerly Assietant 

District Forester in the Forest Service. 
Timber Ownership and Lumber Production in Cdifomia, By C. Stowell Smith, 

formerly Assistant District Forester. 

These four reports deal with the stooding timber in the regions having tlie largest supply, the cost 
and value oT stmnpagii, costs and returns in lumber manulacture, and the candltlons existing in 
timber ownership and lumber prDductloD. 
Public Timber and Its Use. By William B. Greeley, Asaiatant Fotesler. 

A synapsis of the origia and tdstory oi tlie public t!ml>erlauds, their present extent and character, 
their use under exiitbig laws asd regulations, and tlie policies irtilcb should goreni tlielr admlnis. 
' tration. 
The Distribution of Softwood Lmnber in the Middle West. Wholesale Diatribu- 

' tion. By Ovid M. Butler, Asaistant Director Forest Products Laboratory 
The Diitributioa of Softwood Lumber in the Middle West, Retail Distribution. 
■\ By Ovid M. Butler, Afeistant Director Forest Products Laboratory. 

A study of lumlier wholesaling and retailing in 11 ol the Central States, including their costs and 
returns, retail and vhotesale prices, lumber freights, aod the division of the retail price of lumber 
among the Tarious agendcs eoucemed in its manntafltore and distiibutloa. 

The Utiliaation of Low-Grado Lumber and Mill Waste. By Howard F. Weisa, formerly 
Director of the Forest Products Laboratory. 

A stndf oI the amount ol tow-grade lumber now produced and ol mill waste, thefr bearing upon 
lumber manufacture, and poffiibie means ot putting them to more profitable use for paper, dlstlUatos, 
aod other by-prodaets. 
The Substitution of Other Materials for Wood. By Rolf Thelan, Engineer in Fores 
Products. 
A brlel historical and statistical rdsum^ of the replacement of wood by other structuisl materials. 
Tho Adaptation of Lumber Manufacture and Grading to the Requirements of Con- 
sumers. By Harold S. Betts, Engineer in FOTest Products. 

A stody of the possibilities of greatw effldency In adapting Inmber mannfactun to the ultimate 
use d the product and the specific omUb ot varlcos daees of consumeis. 
The Department of Commerce also has in preparation a bulletin on "The Exporta- 
tion of American Lumber," by Dr. Edward E. Pratt, Chief of the Bureau of Foreign 
and Domeetic Commerce. 



